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Many times each day you reach for the 
telephone on your desk at the office or 
in its familiar spot at home. It is an old 
and trusted friend. You scarcely give a 
thought to what it means to a busy day. 

Yet suppose the telephone were not 
there! Suppose—for a week—or a month 
—you could not call anybody by tele- 
phone and nobody could call you! The 
whole machinery of business and the 
home would be thrown out of gear. 


WERE NOT THERE! 


Orders would be lost—efficiency and 
profits reduced. You would be out of 
touch with the world about you. 

America needs quick, reliable, efficient 
telephone service to get things done in 
the brisk, up-to-the-minute American 
manner. And it enjoys the best service 
in the world. 

Greater progress has been made in this 
country because of the Bell System’s one 
policy, one system and universal service. 


America leads in telephone service. In relation to population, there are six times as many 
telephones in this country as in Europe and the telephone is used nine times as much. 
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HE one monetary idea to which 
President Roosevelt has adhered 
steadfastly and tenaciously is that 
the domestic price level must be 
raised. No matter how much he has 
been bombarded by his opponents, he 
has never flinched from that objec- 
tive. Ridiculed on the objective by 
many of his old political friends, re- 
pudiated at critical moments by many 
of his ablest advisers, severely criti- 
cized abroad for monetary heresies, 
the President has not for one moment 
wavered from the simple proposition, 
prices must go higher. 

And higher they have gone. The 
Bureau of Labor Statistics publishes 
a weekly index of wholesale prices. 
It is broad and comprehensive, includ- 
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ing 784 commodities. According to 
this index the domestic price level has 
risen approximately 30 per cent. Presi- 
dent Roosevelt has stated that a 
further rise is intended. 

But the exact ultimate objective 
has never been stated. Rather the 
objective has been stated in terms of 
a broad principle. The most compre- 
hensive statement is one made by the 
President on May 7, 1933, as follows: 

“The administration has the defi- 
nite objective of raising commodity 
prices to such an extent that those 
who have borrowed money will, on 
the average, be able to repay that 
money in the same kind of dollar 
which they borrowed. We do not seek 
to let them get such a cheap dollar 
that, in effect, they will be able to 
pay back a great deal less than they : 
borrowed. 

“In other words, we seek to correct 
a wrong and not to create another 
wrong in the opposite direction. That 
is why powers are being given to 
the administration to provide, if nec- 
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essary, for an enlargement of credit 
in order to correct the existing wrong. 
These powers will be used when, as, 
and if, it may be necessary to accom- 
plish the purpose.” 

According to this view the justifi- 
cation for the objective arises from 
the debt burden. It does not arise from 
the unemployment burden. It does not 
arise from the need for increasing the 
volume of industrial production. Prices 
are related to debts. 


The impression has been created 
that the administration is committed 
to raising the price level to that of 
1926. That impression is not founded 
on fact. The administration has care- 
fully avoided any formal, public dec- 
laration that 1926 was the objective. 
In press conferences and in discus- 
sion 1926 has been talked about, but 
this is not the same as an official 
declaration. In other words, the ad- 
ministration’s hands are not tied. It 
is free at any time to stop and to say: 
This is high enough. At this price 
level the debt burden can be ser- 
viced. We shall seek to stabilize prices 
on the average at this point. 

Aithough it is important to note 
that this freedom exists, nevertheless 
it is necessary to examine some of the 
reasons why “Back to 1926” has be- 
come a kind of battlecry. The Presi- 
dent was given the power to devalue 
the gold dollar up to 50 per cent, 
which is the same as raising the price 
of gold up to 100 per cent. According 
to Professor Warren and certain other 
advisers of the administration, there 
is a close relation between a change in 
the value of gold and a change in the 
price level. They contend that certain 
sensitive raw materials, like cotton, 
wheat or copper, must advance imme- 
diately by the same percentage as the 
rise in the price of gold. They do not 
claim that all domestic prices will re- 
spond immediately in the same degree, 
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but they do claim that even this 
broader group will tend in the same 
direction, though with a considerable 
time lag. The time lag may cover g 
period of several years. Hence, accord. 
ing to their theoretical view, a 100 per 
cent rise in the price of gold would be 
followed promptly by a 100 per cent 
rise in the average price of basic raw 
materials and would be followed more 
slowly and haltingly by an equal rise 
in the average of all domestic prices, 


This theory may now be linked up 
with the price index in terms of which 
these advisers were making their cal- 
culations. This index is the Bureau of 
Labor wholesale average, which takes 
1926 as a base of 100 and which fell 
approximately to 59 at the bottom of 
the depression. The advisers argued 
for pushing this index back to the 
1926 level of 100, and so the idea 
became widely circulated that 1926 
was the official cbjective. 


To lift this index from 59 to 100 
would be to lift the price level ap- 
proximately 70 per cent. It was there- 
fore consistent, assuming the theory 
of the gold devaluationists, to advance 
the price of gold 70 per cent. Actually 


_ the price of gold was advanced from 


$20.67 an ounce to $35 an ounce. This 
is approximately 70 per cent. Hence 
the rise in the price of gold was just 
enough, if the theory worked out, to 
bring the price index back to 100, the 
1926 level. There has never been any 
official claim that this rigid corre- 
spondence between gold and the price 
index would prevail, but the simple 
arithmetic of the steps taken, consid- 
ered in light of Professor Warren’s 
theory, is sufficient to indicate why 
the 1926 objective has received so 
much popular interest. 

What has actually happened to the 
price level thus far? The Bureau of 
Labor index has risen from 59 to 77. 
In other words, it has advanced slight- 

















ly less than half way back to 1926. It 
has advanced 30 per cent instead of 
70 per cent. 

This proves, say enemies of the 
policy, that the whole scheme is a 
failure. 

However, in fairness to both sides 
of the argument, it has to be em- 
phasized that these enemies do not 
state accurately the theory which they 
oppose. The theory does not claim that 
the general price level will rise im- 
mediately to the full objective. Ex- 
perts are aware of the sluggishness of 
the average covering hundreds of com- 
modities. They allow for a lapse of 
time, for a lag of several years, but 
they insist that ultimately even the 
very broad average will approximate 
the 70 per cent increase called for by 
the advance in the price of gold. Hence 
they can argue today that a 30 per 
cent rise in the price level is a very 
substantial degree of progress toward 
their ultimate objective. They can 
prophesy that in due time the further 
rise will take place. They can proph- 
esy, but they cannot prove. 

Consequently, the case is not settled 
on one side or the other. A period of 


several years must elapse before the . 


impartial observer can say with con- 
viction, purely from the standpoint of 
the record of events, that the theory 
has been true or false. 

These remarks apply to the broad, 
general domestic price level. It should 
be remembered that the President’s 
advisers make a sharp distinction be- 
tween this general index and an in- 
dex of sensitive raw materials. Hence, 
as a further check on the theory it is 
necessary to consider how the per- 
centage rise in basic raw materials 
compares with the 70 per cent advance 
in the price of gold. 

An index of fifteen such basic mate- 
rials stands approximately 80 per cent 
above the level prevailing just before 
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the United States embargoed gold ex- 
ports. In brief, these commodities have 
gone up as much in per cent as the 
rise in the price of gold. 

But that is not the only test to apply 
to raw materials. These materials are 
still far below their 1926 level. How 
can it happen that they are up 70 per 
cent but are still not back to 1926? 
The reason is simply that in the 
great deflation these raw materials 
fell nearly twice as violently as did 
other commodities. Hence to get back 
to 1926 they would have to rise much 
more sharply. They are actually about 
50 per cent of the way back to 1926. 

To keep these rather complicated 
matters clear, it is necessary to sum- 
marize the facts as follows: The price 
of gold was raised 70 per cent. The 
general domiestic price index has risen 
30 per cent, or less than halfway back 
to 1926. Sensitive raw materials have 
risen fully 70 per cent, but they are 
still far below their 1926 average. 
These are the results to date. What 
they prove is still open to dispute. 
Certainly prices have risen, but are 
the causes solely the gold policy? I 
cannot hope to answer such a conten- 
tious question to the satisfaction of 
both sides. Instead of trying such an 
impossible task, I shall seek to throw 
light on the problem by reviewing 
some of the many forces which have 
been at work and some of the specific 
steps taken by the administration. I 
shall attempt not a detailed historical 
survey but an interpretive comment 
on the gradual unfolding of the price- 
raising program of the Roosevelt ad- 
ministration. 

Before inauguration, Mr. Roosevelt 
had had very little to say about mone- 
tary policy. He had promised to raise 
farm prices, but his emphasis had 

been on non-monetary methods. He 
had not attacked the gold standard. 
He had stood on the Democratic plat- 
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form of a sound currency, but had not 
even hinted at a definition of the 
phrase. He had advocated a balanced 
budget. His original Brain Trust had 
not contained any monetary expert. 
In short, the whole background of the 
administration was practically a blank 
on monetary policy. It probably would 
not be an exaggeration to say that 
the Roosevelt administration came 
into power without any philosophy 
whatsoever on the money question 
and in fact without even realizing how 
tremendously important money is in 
the economic system. They were unin- 
formed about money, uninterested in 
money and unconscious of the immi- 
nent money crisis. They had no pre- 
arranged plan, no consciously formu- 
lated scheme, no deliberate monetary 
intentions. 

But the administration learned 
quickly after March, 1933, and did so 
because necessity thrust great deci- 
sions upon them. 

During the early months of the 
Roosevelt administration pressure to 
do something about the price level 
arose simultaneously in many differ- 
ent quarters. At first the administra- 
tion was on the defensive. It was not 
altogether sure of its mind. It gained 
time by making compromises with 
extremists and by taking emergency 
action. Not until the crisis at the 
World Economic Conference in Lon- 
don in July, 1933, did the President 
seem to have reached the stage of a 
positive set of ideas about monetary 
policy. Hence, the fast and furious 
pace of events between March and 
July, 1933, deserves the attention of 
any one interested in the origins of 
the administration’s monetary policy. 

During that period, inflation was a 
live topic of conversation throughout 
the nation. Pressure groups were 
formed to carry on propaganda for 
and against inflation. They organized 
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political blocs which ignored party 
lines. 

One of these factions was particu- 
larly alarmed by the effect of the 
bank moratorium. A large number of 
banks were not strong enough to be 
reopened immediately. This caused an 
abrupt drop in bank deposits of near- 
ly $5,000,000,000. Such a violent con- 
traction of bank deposits, coming 
after three years of rapid decline, was 
branded as a further act of violent 
deflation. Dire warnings were given 
that this would have disastrous ef- 
fects on prices unless some counter- 
force were used. 


At the same time the President 
stunned many of his friends and foes 
by immediately calling for drastic cuts 
in the cost of government, for living 
up to the campaign pledges of a bal- 
anced budget, and for revising sharply 
the veterans’ pension system. This, 
too, was a deflationary step. Hence, 
two of the first major policies of the 
administration were just the opposite 
of inflation. Apparently these policies 
were adopted without any clearly 
thought out appreciation of their bear- 
ing upon monetary policy. The Brain 
Trust had not yet become “money- 
conscious.” 

But of one thing they were very 
conscious, namely, of a steady clamor 
from the West and the South to raise 
farm prices. The bill sponsored by the 
administration for this purpose, and 
introduced on March 16, 1933, out- 
lined almost wholly a non-monetary 
solution. It sought to raise farm prices 
by restricting production. 

But this did not promise sufficient- 
ly swift results to appease the revolt 
in the farm belt. So-called farm 
strikes added a sensational note to 
the urgency for more rapid-fire action. 
Leaders of farm organizations had 
been educated to believe that mone- 
tary action was immediately neces- 
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sary. Hence the administration soon 
found its farm bill enmeshed with the 
whole question of gold. 

As early as March 8, 1933, the Pres- 
ident had declared for a managed cur- 
rency, but he gave no sign of having 
any very clear ideas of what the 
phrase meant and, in fact, seemed to 
be uncertain as to whether the coun- 
try was actually on or off the gold 
standard. Secretary Woodin thought 
we were on. He said: “We are definite- 
ly on the gold standard. Gold merely 
cannot be obtained for several days.” 
As soon as gold shipments were al- 
lowed, exports of the metal began on 
a substantial scale, rumors of gold 
devaluation spread at home and 
abroad, and the administration was 
fearful lest a gold drain become so 
acute as to cause a new banking panic. 
The country was in no mood to stand 
a second banking panic. 

Meanwhile, the silverites, the green- 
backers and the gold devaluationists 
had begun to show their political pow- 
er. The administration became con- 
vinced that the only way to prevent 
extreme, mandatory inflation was to 
compromise. On April 19, 1933, the 
President took the initiative by defi- 
nitely embargoing gold exports, re- 
nouncing the gold standard and indi- 
cating a willingness to accept discre- 
tionary powers of inflation under the 
Thomas amendment to the Agricul- 
tural Act. 

This amendment was a hodge-podge 
of ail shades and varieties of inflation 
ideas. It authorized the President to 
reduce the gold content of the dollar 
as much as 50 per cent, to require the 
Federal Reserve to buy large quanti- 
ties of government bonds, to issue up 
to $3,000,000,000 in paper currency 
and to buy a limited amount of silver. 
This program was forced upon Mr. 
Roosevelt and he assumed the discre- 
tionary powers under it, not because 
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he had developed a monetary philos- 
ophy, but because he wanted to pre- 
vent inevitable inflation from running 
wild. 

But the pressure for raising prices 
did not stop with these devices. The 
Thomas amendment was primarily 
for the farmer; the unemployed of 
the cities and the general field of in- 
dustry were not taken care of. The 
National Industrial Recovery Act and 
the emergency Federal budget were 
improvised to meet these industrial 
pressures. The NRA was a non-mone- 
tary price and wage raising device 
and a compromise between industrial- 
ists who wanted freedom from some 
of the restraints of the Sherman 
Anti-Trust Act and labor leaders who 
wanted freedom to advance the cause 
of collective bargaining. The emer- 
gency budget was to provide public 
works and unemployment relief. It 
was harmonized with balanced budget 
logic by a theory that as long as in- 
terest and amortization on emergency 
borrowing was covered in the ordinary 
budget, the deficit would not cause 
dangerous inflation and would not im- 
pair confidence in government credit. 

By May, 1933, the President had 
begun to put together a monetary pol- 
icy. It was on May 7 that he had an- 
nounced his definite objective of rais- 
ing commodity prices sufficiently to 
relieve the debt burden. But he was 
still unaware of some of the main im- 
plications of such a program. That 
this was true was obvious from the 
great confusion about “stabilization” 
which precipitated the crisis at the 
World Economic Conference in July. 
Undoubtedly his representatives had 
gone to London with the conviction 
that their mission was to stabilize the 
dollar in cooperation with other coun- 
tries. In July he abruptly changed his 
mind and left some of his delegates 
in London high and dry. Hence, the 
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London episode marked a new stage 
of crystallization of policy and ideas. 

Before dealing with this second 
stage, I want to make it clear that up 
to that point the administration had 
done a lot of talking about money, 
but had not developed any consistent 
philosophy on the subject. It was 
caught unawares by a money crisis 
and struck out boldly for emer- 
gency action. It was not mentally pre- 
pared for the necessities of the oc- 
casion. It floundered badly, compro- 
mised broadly and groped for light. 
The only thing it knew, and knew ab- 
solutely, was that it was determined 
to raise prices, but how, it did not 
know. The administration had all the 
ammunition, but did not know what 
to do with it. There is no evidence 
whatever that the administration 
knew what the money question was 
all about when it came into power or 
for several months thereafter. 

We may now turn to the London 
conference. On April 26, 1933, the 
Roosevelt-MacDonald communiqué had 
declared: ‘We must, when circum- 
stances permit, re-establish an inter- 
national monetary standard which 
will operate successfully without de- 
pressing prices.” Nearly every one 
overlooked the phrase, “when circum- 
stances permit.” This was the loop- 
hole through which the President 
tossed stabilization into the discard. 
His message of July 3 blew up the 
conference by branding its stabiliza- 
tion proposals as “a purely artificial 
and temporary experiment affecting 
the monetary exchange of a few na- 
tions only.” His sound-money experts 
were appalled by his ideas about a 
“commodity dollar” and a “managed 
currency.” They were frightfully em- 
barrassed in London and furious at 
the about-face which they imputed to 
the President. 

Whatever may be the pros and cons 
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of the President’s treatment of his 
delegates and experts, one thing 
stands out—the President had refused 
to tie his hands. He was a free agent 
to use his wide discretionary powers, 

For several months the clock ran 
down. Business declined and farm 
prices fell sharply. Some money ad- 
visers resigned. A second panic threat- 
ened in the late Autumn of 1933. Fear 
of wild, uncontrollable inflation caused 
a flight of capital from the country. 

The President met this crisis by a 
series of steps which culminated in 
devaluation of the dollar, establish- 
ment of a gold price of $35 an ounce, 
declaration of a gold profit and crea- 
tion of a $2,000,000,000 stabilization 
fund. He left the door open for further 
devaluation at some later date if, in 
his opinion, circumstances should 
make such action desirable. 

Simultaneously, NRA was galvan- 
ized into action under General John- 
son. Wages were raised, price-fixing 
was introduced and codes were rushed 
through. But even this was not 
enough. The administration entered 
upon a huge spending program, using 
CWA and PWA as the main channels 
for putting new money into circula- 
tion. This was an experiment in “prim- 
ing the pump,” the assumption being 
that natural recovery would get under 
way within six months and carry on 
the momentum of rising prices. 

To summarize the second stage of 
monetary policy, three primary de- 
vices were brought into play to pro- 
duce the impetus to higher prices. 
These were, first, the devaluation and 
restabilization of the dollar in terms 
of gold; second, the direct lifting of 
prices through NRA; and, third, the 
use of a government deficit to “prime 
the pump” and create an expansion of 
the money supply of the country. 

This drive for higher prices worked 
well until July, 1934. In that month 
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there began a sharp slump in business 
and a distinct slowing up of the 
price movement. The experiment in 
“priming the pump” had proved a 
failure. A crisis in NRA occurred. 
And there was much discussion of 
a further devaluation of the dollar. 
There was a scare about the govern- 
ment credit and a sharp drop in gov- 
ernment bond prices. 

The administration was helped out 
of this crisis by an “act of God” in 
the form of the drought in the United 
States. Even though AAA had put 
into effect the crop restriction pro- 
gram, normal yields per acre would 
have jeopardized the whole agricul- 
tural price structure. For more than 
five years farm surpluses had haunted 
every political leader. Supplies of basic 
farm raw materials were excessive 
and constantly tended to depress the 
level of farm prices. This situation 
was radically changed by the drought. 
Surpluses were converted into deficits. 
Nature’s curtailment of farm produc- 
tion had come to the rescue at the 
very moment when the whole price- 
raising scheme was in grave danger. 

The importance of this purely non- 
monetary factor opens the question of 
causation. The monetary effort would 
have run into profound disappoint- 
ment in the second half of 1934 had it 
not been for the drought. Admission 
of that view necessarily leads to 
the further admission that monetary 
forces alone may not be sufficient to 
manage the price level. Perhaps next 
time when an emergency arises nature 
will not be so kind and will not save 
the situation. Perhaps it will give 
bumper crops at the very time when 
price-level maintenance requires cur- 
tailment. The experience of the second 
half of 1934 should be a strong cau- 
tion to the New Deal not to be over- 
confident of its ability to manipulate 
the general price level at will. 
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Against this background of expe- 
rience, it is necessary to judge the 
inflationary potentialities of the Amer- 
ican program. The President has posi- 
tively indicated his determination to 
raise prices still higher. The public is 
fearful that prices may enter a wave 
of uncontrollable inflation. 

First of all, it has to be admitted 
that the groundwork has been laid for 
a substantial inflationary movement. 
Excess reserves of the member banks 
already near the $2,000,000,000 mark, 
and theoretically they can increase 
deposits in relation to reserves about 
10 to 1. The gold profit has not been 
used to any important extent, but the 
promise has been made that it will be 
used eventually. When it is used, ex- 
cess reserves will be more than double 
the present unprecedented sum. 

The government deficit is at a rate 
of $3,000,000,000 to $4,000,000,000 per 
annum and the burden of unemploy- 
ment relief is so great that an im- 
mediate and absolute balancing of the 
budget is unlikely. All that is neces- 
sary to convert this force into actual 
inflation is a sharp expansion of bank 
credit. 

The banking system is reluctant to 
lend money and the government is 
trying to overcome this resistance by 
an appeal for cooperation on the part 
of the banks. The actual expansion of 
member bank credit that has taken 
place thus far is not dangerously in- 
flationary. It has to be remembered 
that during the great deflation from 
1929 to 1933 about $18,000,000,000 of 
commercial bank deposits were de- 
stroyed. Thus far less than a third of 
this amount has been restored. 

The particular fear which remains 
in the minds of investors is the Fed- 
eral deficit. The fear may be described 
as follows: The spending of vast sums 
of money for aid of the unemployed 
starts a system which will require 
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larger and larger outpourings. At 
some point government credit may 
collapse and the administration may 
be unable to sell even short-term obli- 
gations. Then it may resort to the 
outright printing of greenbacks or, 
what amounts to the same thing, it 
may force the Federal Reserve banks 
to engage in direct buying of govern- 
ment obligations on a large scale. At 
that stage the public might become so 
frightened that a tremendous flight 
from cash and bonds to commodities, 
equities and real estate might occur. 
This would be the runaway inflation 
which many people fear. 

This series of events is not inevita- 
ble. Whether it is even probable is 
open to difference of opinion. That it 
is a possibility is not open to doubt 
and every one should keep an open 
mind as to developments in that direc- 
tion. But those experts who predict 
with firm assurance that wild infla- 
tion is an inevitability assume a heavy 
responsibility, for no one in recent 
years has been able to build an en- 
viable reputation as to what was in- 
evitable two or three years hence. 

Admittedly the situation is infla- 
tionary in kind but not yet in degree. 
If credit expansion were to occur on 
a scale permitted by excess reserves, 
wild inflation would have arrived. 
But long before that eventuality had 
arrived the brakes might have been 
put on by the administration. The 
President has the power to arrest in- 
flation by raising reserve ratios. He 
can enhance reserve ratios without 
limit. Provided only that the Presi- 
dent has the courage to resist credit 
expansion, a wild and uncontrollable 
expansion is preventable. 

The main task is to absorb the 
burden of unemployment by putting 
people to work on private payrolls. 
This is a simple function of recovery. 
If recovery should not occur within 








CURRENT HISTORY, JANUARY, 1935 


a reasonable period of time, the neces. 
sity of a government deficit would 
assert itself to an extreme degree and 
the danger of a radical inflation would 
be multiplied. But given even a mod- 
erate degree of sustained recovery, 
the danger of inflation wanes. 

Hence, in reality we have a race 
between recovery and inflation. The 
potentialities of inflation have been 
created but the actualities have not. 

If the actualities proceed to a point 
where wild inflation is threatened the 
President has ample powers to check 
it. Whether he will do so depends upon 
his courage and his willingness to go 
against the tide. 

The monetary policy of the Roose- 
velt administration is a hastily con- 
ceived philosophy. It did not exist 
before the inauguration. It was 
brought into existence under duress 
of economic and political circum- 
stances. Expediency and compromise 
figure largely in its final definitions. 
It is still in an experimental stage. 
But one idea rises above all questions 
of method, and that is the determina- 
tion that prices must be raised suf- 
ficiently to enable the American people 
to shoulder the debt burden. By fair 
means or foul, by orthodoxy or heresy, 
the administration is determined to 
achieve that goal. 

It has already laid the foundations. 
It is exerting pressure to erect the 
superstructure in the form of credit 
expansion by the banks. But the banks 
have learned a painful lesson from 
the experience of the last few years 
and they are not likely to forget it 
soon. Hence, the only practical conclu- 
sion is that a gradual, creeping infla- 
tionary pressure is being exerted on 
commodity prices and that, although 
it contains dangers of runaway expan- 
sion, such an outcome is far from a 
foregone conclusion. The writer thinks 
it will never take place. 


If War Should Come 


By PHILIP C. 


ERE was a period after Nov. 11, 
1918, when people were so glad for 
peace and so sick of war that they 
would not buy war books, would not 
go to war plays or war movies. Pub- 
lishers and producers sensed the feel- 
ing and there was a gap between the 
heroic propaganda of the Ian Hays 
and Robert Services and the ghastly 
realism of the Remarques and Sieg- 
fried Sassoons. We waited some years 
before What Price Glory? and Jour- 
ney’s End could fill the theatres— 
waited until many in the audience 
could miss the tragedy and only shiver 
delightfully at the thrills. Perhaps 
Laurence Stallings’s picture book The 
First World War belongs to still a 
third period in which sensibilities can 
be aroused by only more violent 
shocks. 

Among the peace enthusiasts and 
the scholars, majority rule dictated 
paeans of joy at the new era of a war- 
less world and learned studies of all 
the new paraphernalia of internation- 
al organization from suppression of 
the traffic in women and children to 
international police forces. War was 
“outlawed” and the outlaw was ostra- 
cised. Even that mild and gentle child 
named Neutrality was not mentioned 
in polite or academic society. The slo- 
gan was not neutrality in thought but 


*The author of this article is a practic- 
ing international lawyer as well as Asso- 
ciate Professor of International Law at 
Columbia University. He has served in 
the State Department in Washington, has 
held other official positions, and has writ- 
ten several books on subjects in his gen- 
eral field. 
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peace in thought. We were exhorted 
to concentrate on the prevention of 
war, not on the thought of war itself. 
Gradually the pendulum swings. 
The Outlaw is found not to be dead 
but lurking in the woods, and it is 
discovered that all nations border on 
the same forest. The youth and some 
of their elders contemplate the future 
possibility of war by foreswearing 
any participation in it—when it 
comes. Veterans’ organizations advo- 
cate legislation now to take the profit 
out of war—when it comes. Scholars 
and students of peace begin to re- 
examine the utility of our traditional 
neutrality policy as a device for keep- 
ing us out of war—when it comes. 
Through it all drones the refrain of 
those who picture the horrors of the 
next war—the wiping out of cities 
from the air; newer and more fright- 
ful gases; death rays; and all the 
triumphs of man’s inventive genius 
fiendishly whetted by the patriotic 
duty to kill for Fatherland and Kul- 
tur. The same song was sung before 
1914 and long, long before. It has 
never deterred nations from war be- 
cause it acts, if at all, on the individu- 
al and not on the mass, not on the na- 
tion, not on the government. Even for 
the individual it is too overwhelming 
and too remote to be grasped except 
by those in whom it touches and tor- 
ments the chords of personal memory. 
Soon, pitifully soon, a new crop has 
ripened free from memories and inca- 
pable of realization. Those impersonal 
things known as governments respond 
more readily to the stern high calls of 
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national honor and prestige. They 
seek, often sincerely, the welfare of 
their country. It is both a material 
and a spiritual welfare. Would either 
be served by war today or on a near 
tomorrow? 

The arguments of 1914 are still 
glibly repeated: No nation can afford 
to go to war. To wage war you must 
buy; to buy you must have cash or 
credit and on a large scale; who has 
it? To be sure, America financed much 
of the World War, but we burned our 
fingers and will now shun the fire. All 
that can be proved on paper with at- 
tractive graphs, conclusive figures 
and unanswered economic theories 
and all that has always been dis- 
proved whenever war comes. Then the 
impossible is achieved in self-suf- 
ficiency, in taxation, forced loans, in 
industrial organization, in the incredi- 
ble substitution of that which is for 
that which is not but which must be 
had. 

Every one is convinced and no one 
is governed by the fact that the World 
War brought on our greatest of all de- 
pressions, as lesser wars have brought 
on lesser depressions; that every na- 
tion, victor and vanquished alike, has 
suffered from disruption of ex- 
changes, channels of trade, credit sys- 
tems. Every tax and charitable gift 
for the unemployed cries to high heav- 
en that there is no profit in war, not 
for the conqueror, not for the con- 
quered. Yet day by day the war clouds 
roll across the journalistic sky. From 
week to week we find new danger- 
spots from the Saar to the Philippines 
and from the jungles of the Chaco to 
the deserts of Mongolia. 

Perhaps memory is not too short to 
recall those spiritual or immaterial 
national losses that came out of the 
trenches. It was not merely the physi- 
cal wrecks but the incalculable loss of 
ambition and initiative which were 
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stamped out of many a potential leaq. 
er by that army system where “your 
thinking is done for you.” Who will 
venture to say that the national re. 
serve of industriousness, efficiency 
and creative ability was put further 
into the black by the heritage of war? 
It is superfluous to mention the dead 
on the debit side of the ledger. 

All these things we know and 
ignore. 

A few days ago three men were dis- 
cussing the Russian Revolution. One 
was a Russian who had been through 
it. One was an American who lived in 
Moscow to study it during its early 
years. One was an “average Ameri- 
can” who had never been to Russia 
and who knew nothing of revolutions 
in their raw bloody state but who had 
met them properly served up inside 
the covers of books. The conversation 
turned to the possibility of revolution 
in the United States. 

“Absurd!” said the average Amer- 
ican. “You could not have a national 
revolution in this country with its 
forty-eight States, each with its sep- 
arate population types, its separate 
interests, its different economic and 
social conditions. What would attract 
the New Hampshire farmer to a re- 
volt of the workers in the West Vir- 
ginia coal mines?” 

“And think of the agricultural com- 
munities of the Middle West,” broke 
in the American who had studied in 
Moscow. “They may take up their 
pitchforks to prevent foreclosure on 
a neighbor’s house; they may spill 
milk cans, but what support would 
they give to a national revolution? 
The agricultural revolution in Amer- 
ica is impossible.” 

“That is what they said of the 
Russian peasant,” the Russian com- 

mented. “But when the soldiers were 
drifting back to the farms and thou- 
sands of peasants and workers found 















themselves with arms in their hands, 
the revolution came.” 

“Ah, yes, if war came ... ,” said 
the American who had studied in 
Moscow, while the average American 
looked thoughtful. 

When the war ended the allied and 
associated powers still made common 
cause against the great Red Terror. 
Allied armies supported the White 
forces in Russia and turned belatedly 
to help Hungary drive Bela Kun from 
Budapest though they lifted not a 
finger against the Rumanian invasion 
which followed the “peace.” France’s 
ring of allies ranged the Little En- 
tente and Poland between Western 
Europe and Soviet Russia as well as 
around Germany. Now that Russia is 
a respectable member of the League 
of Nations, we have largely forgotten 
the hue and cry about bolshevism 
which stirred the Western World. It 
was only in small part the dislike of 
the system which Russia had chosen 
for herself; it was largely the dread 
that the militant world revolution 
would invade each war-weary land. 
Although it was kept out of the news 
at the time, the last published volume 
of Lloyd George’s War Memoirs re- 
veals that the avoidance of disaffec- 
tion among the workers was “the 
most delicate and probably the most 
perilous” task of the allied govern- 
ments. 

The Netherlands faced financial 
disaster by its program of housing 
and relief to still the rumblings of 
revolution; Italy went Fascist; Hitler 
rose to power not solely on a senti- 
mental appeal to anti-Semitism but 
because he linked Semitism to com- 
munism and the Red Revolution. 
Spain’s recent holocaust and destruc- 
tion of many priceless treasures of 
art and architecture offer a savage 
warning. Intelligent observers saw a 
change in the bellicose French atti- 
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tude at Geneva based on the govern- 
ment’s fear that the army would not 
move, that the workers would revolt 
at war. 

There was the disquieting mutiny 
in the British Navy, of which we are 
reminded by the recent passage in the 
British Parliament of the National 
government’s “Incitement to Disaf- 
fection” bill, which makes criminal 
even the possession with intent to dis- 
tribute literature which might seduce 
the armed forces of the crown from 
their “duty or allegiance.” The orig- 
inal bill was toned down in the face 
of a wave of protest, but no matter 
how politically unwise its introduction 
may have been, its espousal by the 
government is highly significant. 

There is no more fruitful soil for 
the seed of social revolution than that 
of war. Marx and Proudhon and Lenin 
favored and advocated war as fur- 
nishing the most solid basis for the 
revolution. To those who would wel- 
come the revolution, war may be 
welcome. Revolution bred from the 
suffering and moral disintegration 
which are the concomitants of war 
offers no true indication of the will 
of the people. The disaffected may 
rally to any standard which heralds 
a change from present misery. 

As Francesco Nitti, former Premier 
of Italy, pointed out in an article in 
CURRENT History for December, 1932, 
the middle classes, which are the bul- 
wark against radicalism, are de- 
stroyed or ruined by war; “revolu- 
tions are produced with particular 
ease wherever there are only the rich 
ranged against the poor.” In ancient 
China, where there were few examples 
of extreme wealth or extreme pov- 
erty, there was no place for the social 
revolution which is in continuous 


progress in China today. A ruined 
middle class, driven by despair to join 
the revolution, awakes to find it has 
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assumed a new master ruling by force 
and the counter-revolution is at once 
conceived. In Russia a middle class 
was still in the early stages of devel- 
opment and offered no counterweight 
to the Red Revolution. 

In a mild and peaceful form we had 
a lesson in the United States where 
the war-born Eighteenth Amendment 
was swept away by the post-war re- 
action. Change which comes as a re- 
sult of the deliberate will of a ma- 
jority of the people is never undesira- 
ble. Change brought about by force 
in the hands of any minority is rarely 
desirable or permanent. 

Revolution itself is a ghastly price 
to pay for the alleviation of admitted 
social evils. Revolution on the heels 
of war makes a price of such chaos, 
suffering and anarchy that not even 
our children’s children could reap the 
blessings envisaged by the optimist. 
The path of evolution is slowly trav- 
eled, but it leads more rapidly to 
social justice than a path paved with 
the total wreckage of our world’s civ- 
ilization, defective though that civili- 
zation may be. 

It may be said with some assur- 
ance that the United States need not 
fear a political revolution. The dis- 
satisfaction with the political form of 
our government is not the kind that 
rallies any great number of people to 
rebel. Lord Morley noted that “the 
forms of government are much less 
important than the forces behind 
them.” The revelations of a Dr. Wirt 
or a General Butler suggesting revo- 
lution from the left or from the right 
are greeted with much more of amuse- 
ment than of either enthusiasm or 
fear. Political and social revolution 
may be combined, but we do not have 
in this country those elements of long- 
smoldering hatred of a ruling class 
comparable to the animosity against 
the Bourbons, the Hohenzollerns or 
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the Romanovs. Although Mr. Rich- 
berg may fly an administration kite 
over the right flank, it can hardly be 
said that our form of government at 
present provides an exclusive weapon 
for the ‘oppressive employer” to the 
exclusion of representation of the in- 
terests of the farmer and the indus- 
trial worker. 

There are undoubtedly many who 
dislike and even dread the trend of 
our current evolution or who, on the 
other hand, would gladly increase its 
pace, but the preponderating forces 
on both sides are not revolutionary 
because, as Lawrence Dennis puts it, 
“revolution is but long pent-up evo- 
lution.” The evolution in this country 
is far from being pent up; it is burst- 
ing out with almost revolutionary 
speed. Some contraction is to be ex- 
pected, but given a peaceful era for 
continuation of the experiment, many 
of the gains will be consolidated and 
absorbed. But if war comes... . 

One of the weapons of modern war, 
as Signor Nitti also pointed out, is 
hate. It was once possible to pay mer- 
cenary armies to do the fighting; to- 
day national armies must be inspired 
by hatred and fear. These are dan- 
gerous passions to cultivate. Ger- 
many was stirred during the war by 
Lissauer’s famous “Hymn of Hate”: 

Hate by water and hate by land; 

Hate of the heart and hate of the 
hand.... 
That is all very well while the hate is 
directed against the public enemy. But 
hate is a restless child which does not 
sink into obedient slumber at the word 
of command. It is slowly and insidi- 
ously roused. It is like an angry bull 
which is not pacified by the removal 
of the red rag which stirred it to 
frenzy but which will charge again at 
any new object which attracts its at- 
tention. 


The potentialities of propaganda 











are not confined to a war govern- 
ment’s controlled presses and radios; 
they prosper on the more insidious un- 
dercover agencies of conversation and 
private circulation of printed matter. 
The solid citizen of peace time and of 
the temporary period of war-inflation 
prosperity is deaf to the appeals of 
the revolutionary propagandist. The 
same man, freshly discharged from 
the training in cruelty which he must 
receive in the army, returning to a 
ruined community which offers him 
no livelihood, is a ready listener. Be- 
fore he might have shrunk from kill- 
ing, but to that he has become inured. 

There is an obvious answer to such 
alarms and the answer is that none 
of these dire ills befell us or befell 
Great Britain or France at the close 
of the World War.. Quite true. The 
first post-war depression was short- 
lived and was followed by a great if 
temporary prosperity. It would be 
foolish to prophesy what might de- 
velop if the next great war does not 
come for fifty or a hundred years. 
But conditions today in Great Britain, 
France, Germany, Japan, the United 
States, and in the world at large are 
not what they were in 1914. 

The figures of growing unemploy- 
ment and unrest are too familiar to 
need repetition. The present burdens of 
debt and taxation need no reminders. 
The outbreak of war, skillfully back- 
grounded on the kind of propaganda 
which Lasswell and others have de- 
scribed, might be welcomed. There 
would be enlistment as a refuge for 
the unemployed; factories would hum 
with work on war orders. 

But wars have at least one favora- 
ble aspect—they do stop even though 
they seem interminable to the partici- 
pants. When the end comes, govern- 
ment war orders are canceled; ex- 
panded factories close; workers are 
discharged to walk the streets, shoul- 
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der to shoulder with discharged sol- 
diers who have been carefully trained 

to kill. There will be thousands, per- 

haps hundred of thousands, still insuf- 

ficiently disciplined and still with 

arms in their hands awaiting dis- 

charge. Will they obey orders to shoot 

down rebellious fellow-citizens whom 
they have not yet been taught to hate 

as they learned to hate the enemy? 
Or might we see what Lincoln Steffens 
saw in St. Petersburg in October, 

1917, and describes in his Autobiog- 
raphy: 

“On the afternoon of the third day 
of the bread riot—which was no riot 
—out in the great square in front of 
the Moscow railroad station an in- 
fantry officer was trying to command 
and incite his men to shoot across the 
open into the quiet mob. They would 
not. A student standing by jeered at 
the officer, who, in a rage, thrust the 
student through. A Cossack in line on 
the opposite side of the square saw 
this; he put spurs to his horse, 
charged from the ranks, and drawing 
his sword as he rode, he cut that of- 
ficer down. There was a cry: “The 
soldiers are with us!’ And then there 
was another cry: ‘The revolution! 
The revolution is on!’” 

“Why, then,” asks Signor Nitti in 
his article, “do men of great wealth in 
all countries, aided by the popular 
press, advocate large armies and sup- 
port of the nationalist parties? Simply 
because the old mentality still flour- 
ishes, and people still believe that 
armies furnish internal and external 
security.” 

The cynics, strengthened by the 
revelations of the Nye committee in- 
vestigating the traffic in arms and 
munitions, find the answer in the mu- 
nitions makers’ greed for profits. If 
it be argued that this is a small group, 
it is pointed out that the definition 
of munitions has expanded to include 
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airplanes, chemicals, motors and raw 
materials and manufactured articles 
without number. If there are still to 
be Rivieras and Bermudas and Miamis, 
greed for gain may be a powerful mo- 
tive. In the past there has always been 
the possibility of escaping troubles at 
home by flight to a more salubrious 
social clime. Another World War 
would send the profiteer on a long 
journey before he found a refuge, 
even if he escaped from the certain 
burdens of war-profit taxation. 

Trotsky has remarked that “at- 
tempts to save economic life by inocu- 
lating it with virus from the corpse 
of nationalism result in blood-poiscn- 
ing which bears the name fascism.” 
As a long-term proposition, and hav- 
ing in mind the possibility of inter- 
national war, the blood-poisoning may 
well be named “Communist revolu- 
tion” and under the hypothetical cir- 
cumstances such blood-poisoning is 
likely to kill the patient. It can be 
only blindness that makes the capi- 
talist a bedfellow of Marx and Lenin 
in welcoming war. 

Governments may not respond to 
sentimental pictures of the soft dis- 
tant weeping of wives and mothers or 
to lurid descriptions of air raids or to 
economic arguments based on unbal- 
anced budgets, non-existent credits 
and staggering burdens of taxation. 
Through all these afflictions govern- 
ments have gone and will go. But 
what government today dares, on the 
plea of national self-interest, to risk 
placing rifles and cartridges in the 
hands of already disaffected and 
grumbling millions? Military disci- 
pline is a powerful tie, but is it strong 
enough to bind the social forces which 
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are seething under the lid? Even jp 
Soviet Russia itself the minority 
group, which controls the mass, turns 
to the capitalistic lobbies of Geneva 
to avoid war with its vast potentia] 
dangers even to a Communist govern- 
ment. As Lenin saw clearly, war was 
necessary to the success of the revo- 
lution, but more war breeds more rey- 
olution; it raises the cry for change 
from misery and distress, and that 
cry rings against all government in 
power whether it be democratic, Com- 
munist, Socialist or Fascist. 

Despite recognition, vast political 
distances separate Moscow from 
Washington. Vast sentimental dis- 
tances separate bodies like the Amer- 
ican Legion from the peace organiza- 
tions in the United States. In methods 
and policies Berlin is a million light 
years from Paris. In contemplation of 
the clear net loss, in contemplation 
of the chaos which must follow in the 
train of any major war imposed upon 
the world’s present flimsy social and 
economic structure, these distances 
are bridged, objectives are unified. 
When there is a choice of policies, one 
policy is bad only in comparison with 
another which is better. If one policy 
leads to war, any other is better, since 
war would leave us with the task of 
re-creating a moribund world and, in 
the words of Waldo Frank, “in a dy- 
ing world, creation is revolution.” To 
which one may add that in a world 
dying of the next post-war plagues of 
total dislocation and disintegration, 
revolution is suicide. Is it possible 
that all of us human beings are so 
insanely stupid that for the sake of 
driving a bargain with one another 
we will all destroy ourselves? 
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n Sunday, Jan. 13, 1935, the peo- 

ple of the Saar Territory, in ac- 
cordance with the Treaty of Versailles 
and under arrangements made by 
the League of Nations, will vote on 
whether they are to be united with 
France or to be reunited with Ger- 
many or to remain as at present un- 
der the control of the League. This 
plebiscite makes the Saar one of the 
danger spots of Europe, for numerous 
political, religious and economic com- 
plications have embittered feeling 
among the people besides presenting 
one of the most delicate problems with 
which the League authorities have 
had to deal. 

The Saar Territory does not form a 
natural geographical or historical 
unit. As marked out arbitrarily at 
the Versailles Peace Conference it 
comprises a somewhat elliptical area 
of 730 square miles. It lies where the 
low hills of the German Rhineland on 
the north and east merge into the 
plateau of Lorraine on the south and 
west. The Saar River, rising in Lor- 
raine, flowing northwesterly close to 
the French frontier, and emptying 
into the Moselle to the north, gives 
the region its name and chief geo- 
graphic character. One of the main 


*The author of this article is Professor 
of History at Harvard University and 
Radcliffe College and author of The 
Origins of the World War. Professor 
Fay, in a note to the editor, draws at- 
tention to the fact that since he wrote his 
article there has appeared an admirable 
study of the Saar problem by Michael T. 
Florinsky, based on first-hand investiga- 
tions during the Summer of 1934: The 
Saar Struggle (New York: The Macmil- 
lan Company. $2). 
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natural pathways between France and 
Germany, it has been tramped across 
by invading armies of France and 
Germany. Today two of the chief Con- 
tinental railway lines pass through it. 
Its largest city, Saarbruecken, is an 
important centre in the network of 
Europe’s automobile roads and air 
routes. It is regarded therefore as an 
area of immense strategic value, for 
offense or defense, to both Germany 
and France. 

The population of the Saar, num- 
bering 828,128 at the end of 1933, is 
largely concentrated along two axes 
running at right angles to one an- 
other and meeting at Saarbruecken. 
One axis toward the northwest fol- 
lows the valley of the Saar and owes 
its dense population largely to the 
trade along this natural highway and 
to the great iron, steel, pottery, glass 
and paper factories in the cities of 
Saarbruecken, Voelklingen, Saarlouis, 
Dillingen and Merzig. At its further 
end, near the Luxemburg frontier, the 
dam and hydro-electric station at 
Mettlach furnish electric light and 
power to a large part of the territory. 
The other axis, from Saarbruecken to 
the northeast through Dudweiler, St. 
Ingbert, Neunkirchen and Ottweiler, 
was built up upon the immensely rich 
veins of coal that give the region its 
greatest economic importance. 

This population is, and always has 
been, essentially pure German in lan- 
guage, tradition, custom and feeling. 
According to the census of 1910 only 
342 persons in the territory used the 
French language. Since nobody in 
Germany at the time ever dreamt of 
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the possibility of a French claim to 
the Saar, this figure may be regarded 
as absolutely reliable. For nearly a 
thousand years, from 925 A. D. until 
the World War, with the exception of 
two brief periods of conquest by the 
armies of Louis XIV and the French 
Revolution (1680-97 and 1792-1815), 
the territory has always formed part 
of Germany. Before the French Revo- 
lution it was ruled by a tangled net- 
work of German princelets and ec- 
clesiastics. In 1914 six-sevenths of the 
population belonged to the Rhine 
Province of the Kingdom of Prussia; 
the other seventh, in the eastern por- 
tion, was part of the Bavarian Palati- 
nate. In religion the Roman Catholics, 
mostly in the Prussian part, com- 
prised 73 per cent; the Protestants, 
mostly in the Bavarian part, 26 per 
cent, and the Jews 0.5 per cent (only 
half the proportion of Jews in the rest 
of Germany). 


Coal is the prime factor in the Saar 
problem. The very rich deposits are 
estimated at 9,000,000,000 tons, which, 
at the normal rate of production, 
would not be exhausted for 600 years. 
The total deposits of coal in France 
are estimated at about 21,000,000,000 
tons, and in Germany, minus the Saar, 
at 175,000,000,000 tons. Except for 
two small private mining companies, 
the Saar mines ever since 1754 have 
been under State exploitation. In 1913 
they employed 56,000 workers; in the 
boom years of 1923-24 during the 
disastrous French occupation of the 
German mining area in the Ruhr the 
figure rose to 74,000; since then it 
has fallen steadily to 45,000. In 1913, 
and again during the years 1924-1930 
the mines produced over 13,000,000 
tons of coal annually; in 1933 about 
10,500,000 tons. 


The figures for the consumption of 
this coal before the World War and 
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twenty years later, in percentages, 
were as follows: 


1913 1933 
In the Saar tigelf. ........sc0<. 33.2 36.7 

In the rest of Germany 
(without Alsace-Lorraine). 36.9 10.4 
In Alsace-Lorraine ......... 12.7 12.2 

In France (without Alsace- 
PIOUPEIOG) iswicsavceaes scans 8.2 31.7 
In other countries. ....6..6.. 9.0 9.0 
100.0 100.0 


From this it is seen that the transfer 
of the State mines from Germany to 
the possession of the French Govern- 
ment, which was one of the provisions 
of the Versailles Treaty, has made a 
great shift in the relative amounts of 
Saar coal exported to Germany and 
France, and only a slight change in 
what is used for home consumption 
in the Saar, in Alsace-Lorraine and in 
exports to other countries. A consid- 
erable part of the quadrupled export 
of coal to France, being of high gas 
content, is used for producing illumi- 
nating gas for Paris and its suburbs. 
In the half century before the 
World War the Germans built up ef- 
fectively a great iron and steel indus- 
try based on the natural interdepend- 
ent exploitation of Saar coal and coke 
and Lorraine iron ore known as 
minette. When the war broke out and 
the French resolved that one of its 
absolutely essential results should be 
the return to France of Alsace-Lor- 
raine they also determined (or at 
least their leading politicians did) 
that France should annex the Saar, 
not only for strategic reasons of self- 
defense, but even more in order to 
continue under complete French con- 
trol the joint exploitation of Saar coal 
and Lorraine ore. The combination of 
the two basic natural resources was 
technically necessary for the most ef- 
fective exploitation of either. 
Consequently at the Allied Confer- 
ence in Petrograd in February, 1917, 
which was primarily summoned to de- 
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vise means of helping Russia to aid 
the common cause, the French delega- 
tion exerted its chief influence to nail 
down the Czar behind the backs of 
the British to a secret treaty. This 
treaty promised that France should 
get back Alsace-Lorraine, and that all 
the other German territory on the left 
bank of the Rhine should be detached 
from Germany and either annexed to 
France or formed into a separate 
State. Similar demands were made at 
the Peace Conference by Foch and 
some of the other French spokesmen. 

But President Wilson would not 
recognize the obligation of any of the 
secret treaties and refused to sanction 
any such gross political mistake as 
the separation of a solid block of mil- 
lions of Germans from their Father- 
land. It would have meant the crea- 
tion of a new and more dangerous 
Alsace-Lorraine. 

Clemenceau then insisted that at 


least France should be allowed to 
annex the Saar. He argued it on two 
grounds. The first, wholly false, was 
that there were 150,000 French-speak- 
ing people in the Saar. The second 
was that the German armies in North- 
east France had deliberately flooded 
and otherwise willfully destroyed the 
French mines there before their re- 
treat in order to hamper the recovery 
of French industry after the war. 
France, therefore, ought to be given 
the Saar coal mines to compensate 
her for the loss of her coal resources. 
There was a great deal of truth and 
justice in this argument. But when 
Clemenceau’s experts claimed that at 
least ten years would be required to 
repair the damage and restore the 
mines to their pre-war production 
capacity, they were mistaken. The 
total coal mined in the two depart- 
ments of Nord and Pas de Calais in 
1913 amounted to 27,000,000 tons; in 
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1925, little more than five years after 
the reconstruction work began, it ex- 
ceeded the pre-war figure, amounting 
to considerably over 28,000,000 tons. 
Thenceforth, this second argument of 
Clemenceau’s lost its force. 

But at the peace conference these 
and other arguments resulted in a 
hastily adopted compromise arrange- 
ment, which Germany, in spite of her 
protests, was forced to accept. Em- 
bodied in Articles 45-50 of the Ver- 
sailles treaty and in an annex of 
forty sections, commoniy known as 
the Saar Statute, it provided regula- 
tions for the exploitation of the 
mines, the government of the territory 
and the holding of a plebiscite after 
a provisional fifteen-year period. In 
view of Clemenceau’s second argu- 
ment the State mines were trans- 
ferred in full ownership and free of 
all debt to the French Government, 
together with the right to establish 
and maintain French schools with in- 
struction in the French language for 
mine workers and their children. 

As President Wilson was unwilling 
to transfer three-quarters of a million 
of pure German population to French 
rule, and as dangerous friction was 
likely to result from German rule in 
a district in which the mines were 
owned and exploited by the French 
State, the government of the Saar was 
entrusted for fifteen years to the 
League of Nations. At the end of this 
period a plebiscite was to be taken. 
If, as a result of the vote, the League 
“decides in favor of the union of the 
whole or a part of the territory of the 
Saar Basin with Germany, France’s 
rights of ownership in the mines situ- 
ated in such part of the territory will 
be repurchased by Germany in their 
entirety at a price payable in gold. 
The price to be paid will be fixed by 
three experts, one nominated by Ger- 
many, one by France, and one, who 





shall be neither a Frenchman nor a 
German, by the Council of the League 
of Nations” (Annex, Section 36). 

To manage the Saar during the fif. 
teen-year period the treaty provided 
that the League of Nations should set 
up a governing commission. Its five 
members were to be one French citi- 
zen, one native inhabitant of the Saar 
not a French citizen and three mem- 
bers belonging to three countries 
other than France or Germany, all 
to be appointed (or reappointed) an- 
nually. This arrangement did not 
work very happily. From the outset 
the Governing Commission was re- 
garded by the Saar population as 
alien, biased and pro-French in its 
administration. 

The first Governing Commission, 
which entered upon its work under the 
protection of French soldiers early in 
1920, gave some grounds for this un- 
fortunate feeling. Its president, who 
as its executive officer has wide au- 
thority, was Victor Rault, a somewhat 
choleric French bureaucrat. He could 
not speak German and seemed to 
think it his task to rule in the inter- 
ests of the French rather than of the 
inhabitants of the Saar. He was 
usually supported by two other mem- 
bers—Count Moltke-Huitfeld, son of 
the Danish Minister in France, who 
had always lived in Paris and had a 
thoroughly pro-French attitude; and 
Major Lambert of Belgium, who had 
the feelings natural to a man who had 
seen his country overrun by the Ger- 
mans. R. D. Waugh, the Canadian 

member of the Governing Commis- 
sion, tried to see that the government 
was conducted primarily in the inter- 
ests of the Saarlanders themselves 
and in an impartial fashion which 
would not prejudice the later plebis- 
cite; but he, too, knew no German and 
found himself in a minority with the 
Saar member, 






































The latter, Alfred von Boch, soon 
felt so much out of sympathy with the 
attitude of the majority of the com- 
mission that he resigned after a few 
months. The League made the mis- 
take of replacing him by a Saarlander 
named Dr. Hector. This man did not 
at all represent the wishes of the 
great majority of the Saar inhabi- 
tants. He was regarded as a tool in 
the hands of President Rault. And 
eventually he had to resign when he 
was virtually convicted of perjury in 
connection with a pro-French letter he 
had written to Clemenceau during the 
Peace Conference, 

Several questions at once arose to 
increase the antagonism between the 
Governing Commission and the Saar 
inhabitants. The latter wanted the 
French troops withdrawn and replaced 
by a locally recruited Saar gen- 
darmerie, as contemplated by Section 
30 of the Saar Statute. But, owing to 
the unsettled conditions in Germany 
and the fears of the French, it was ten 
years before this wish was fully satis- 
fied. Saarlanders also complained that 
the French used political and economic 
pressure to induce the inhabitants to 
send their children to French schools 
at the mines where they might be 
weaned away from their natural loyal- 
ty to Germany; pictures were circu- 
lated showing how the French pro- 
vided buses to transport children to 
their schools while those who attend- 
ed the German schools had to tramp 
on foot. 

The treaty provisions for the incor- 
poration of the Saar in the French 
tariff system and the right of the 
French to use the French franc in- 
stead of the German mark were used, 
so the inhabitants felt, to break the 
economic bonds with Germany and tie 
them more closely to France. French 
military tribunals tried and expelled 
Saarlanders from the territory, and 
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no reversal of a verdict could be ob- 
tained except by appeal to the Presi- 
dent of the French Republic. 

Thus from the beginning there was 
hostility between the Governing Com- 
mission and the people over whom 
they were appointed to rule. Protests 
by Saar inhabitants to the Council 
of the League at Geneva eventual- 
ly brought some relief. In 1922 the 
Council granted the request of the 
Saarlanders for the creation of a 
kind of Saar Parliament or Assembly 
(Landrat) of thirty elected members. 
The election was fought on German 
party lines, resulting in the choice of 
16 Centre (Roman Catholic), 5 Social 
Democratic, 4 People’s party, 2 Com- 
munist and 3 other members. But the 
Assembly had no initiative or real leg- 
islative power, not even the privilege 
of nominating to the League the Saar 
member of the Governing Commission. 

After twelve years the real or 
imagined pro-French tendencies of 
the Governing Commission had pro- 
duced a feeling of oppression among 
the great majority of the Saar inhabi- 
tants which only served to strengthen 
their attachment to Germany and 
made it seem practically certain that 
the plebiscite would be overwhelm- 
ingly in favor of reunion with the 
Reich. Most of the French had grad- 
ually become reconciled to this out- 
come, 

But with the rise of National 
Socialism and the triumph of Hitler 
in 1933, new complications arose. Saar 
Roman Catholics became alarmed by 
the Nazi suppression of the once 
powerful Centre party in the Reich 
and the domination which the State 
sought to exercise over the church. 
Many Socialists and Communists 
feared that if the region were re- 
united with Nazi Germany in 1935 
they would be relentlessly crushed, as 
these groups had been crushed in the 
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Totalitarian State across the Rhine. 
They were skeptical about the ad- 
vantages of giving up their strong 
trade unions in favor of Hitler’s Labor 
Front. The tales of the many refugees 
from Germany of what was happen- 
ing under Nazi rule were not calcu- 
lated to arouse enthusiasm among 
Saar inhabitants. 

These new factors encouraged pro- 
French partisans in the Saar, acting 
in cooperation with Saar Socialists 
like Max Braun, to renew their activi- 
ties in trying to persuade the Saar- 
landers of the advantages of voting to 
have the Saar remain under the 
League of Nations after 1935 or to 
have it divided between France and 
Germany. To combat this agitation 
Nazi emissaries from Germany began 
to wage what the Governing Commis- 
sion regarded as “a terroristic cam- 
paign” to insure a German victory in 
the plebiscite. 

This caused an increasingly danger- 
ous ferment in the Saar. To end it and 
to improve the diplomatic relations 
between France and Germany, von 
Papen and Hitler both proposed early 
in 1934 that the plebiscite should be 
abandoned and that the two countries 
should enter into direct negotiations 
for giving the Saar back to Germany 
at once. Though much was to be said 
in favor of this proposal, the French, 
as consistent upholders of the Ver- 
sailles treaty, rejected it. 

The Council of the League of Na- 
tions therefore took up the problem. 
It appointed a committee of three of 
its own members, under the chairman- 
ship of Baron Aloisi of Italy, to hear 
conflicting complaints of various 
groups from the Saar and to present 
recommendations in regard to the 
plebiscite. The committee’s report, 
adopted by the League Council in 
June, 1934, fixed the date of the 
plebiscite for Jan. 13, 1935. It set up 





continue, for a while at least, under 
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a Plebiscite Commission of three 
members to organize and supervise 
the vote, and a Supreme Plebiscite 
Tribunal, with eight divisional tribu- 
nals, to decide disputes over the right 
to vote and over breaches of law in 
connection with it. The French and 
German Governments accepted these 
arrangements, agreed to advance 
5,000,000 French francs each to cover 
expenses, and promised to abstain 
from any kind of direct or indirect 
pressure likely to affect the voting. 

During the Summer the Plebiscite 
Commission, consisting of Rodhe of 
Sweden, Jongh of the Netherlands, 
and Henry of Switzerland, drew up 
lists of those entitled to vote, that is, 
of all persons of both sexes who were 
residents of the Saar on June 28, 1919, 
when the treaty was signed, and who 
would be over twenty years of age on 
the day of the plebiscite. The basis for 
these lists—birth, death, and tax reg- 
isters, old voting lists in use before 
1919, &c.—had been assembled by a 
League commissioner soon after 1919 
and kept for future use. The voting 
lists as drawn up by the Plebiscite 
Commission contained about 543,000 
names, 

These lists were posted on large 
bulletin boards throughout the Saar 
on Sept. 26, and remained open for a 
month for persons to claim correc- 
tions. These preparations had, up to 
the time of writing, proceeded smooth- 
ly and no serious disorders had 
occurred. 

Nevertheless, the ferment in the 
Saar continued at a high pitch during 
the Summer and Fall. Hitler’s “purge” 
of June 30, involving the assassination 
of two leading German Catholics, Dr. 
Klausener and Dr. Probst, caused in- 
tense indignation among Saar Catho- 
lics and encouraged renewed hopes 
among those Saarlanders who want to 
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the control of the League of Nations. 
A new anti-Hitler Catholic newspa- 
per, the Neue Saar Post, was founded 
to influence the plebiscite against 
reunion with Nazi Germany. A peti- 
tion signed by two hundred was sent 
to the League asking whether, if they 
voted on Jan. 13 in favor of remaining 
under the League, they would have an 
opportunity to vote for reunion with 
Germany at some later time when the 
present Nazi régime has been modi- 
fied. But this proposal would not be 
in accord with the intention of the 
Versailles treaty, and would be re- 
garded by Germany as prejudicing 
the plebiscite of Jan. 13 against her- 
self. 

Part of the ferment was due to 
the measures of the Governing Com- 
mission and its President, Geoffrey 
G. Knox, an Englishman. He had a 
delicate and difficult task. He inher- 
ited from his predecessors the unpop- 
ularity and antagonism with which 
the Governing Commission has been 
generally regarded in the Saar. Yet he 
felt responsible for preserving order 
in the region and for seeing that the 
German Nazis do not interfere with a 
free and peaceful plebiscite. Speeches 
by Hitler, Goebbels and others in Ger- 
many insisting that the Saar will and 
must be reunited with Germany, the 
alleged “‘terroristic campaign” of Ger- 
man Nazis in the Saar, and the events 
connected with the assassination of 
Dr. Dollfuss in Austria made Mr. 
Knox nervous. 

He desired that the League of Na- 
tions should supply him with an in- 
ternational armed force or authorize 
him to recruit 2,000 police from the 
German-speaking population of some 
foreign country, like Switzerland or 
the German Tyrol region of Italy. But 
none of the countries suggested 
wished to send their troops on such 
a mission, though they would not pre- 
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vent their citizens from private en- 
listment in the Saar police. Mr. Knox 
therefore recruited several hundred 
such persons. But the great majority 
of the Saar inhabitants have been 
steadily opposed to any such interna- 
tional force, not only on account of 
the expense which they would have to 
bear but because they believed that 
the local police were fully competent 
to deal with all aspects of the situa- 
tion. 

In recruiting additional police in 
the early Spring Mr. Knox appointed 
several German refugees, and even 
gave them command over local Saar 
police. This piece of tactlessness 
caused general indignation in the 
Saar, tending toward trouble instead 
of peace and quiet, and it aroused 
the anger of the Nazis in Germany. 
One of the German refugees appointed 
police commissioner at Saarbruecken 
was Herr Machts. When the Police- 
men’s Association of the city pro- 
tested against using refugees from 
Germany as Saar police officials, Mr. 
Knox declared this was an act of in- 
subordination, ordered the Police- 
men’s Association dissolved and wrote 
a long letter to the League of Na- 
tions attempting to justify his action. 
In reply a long letter denying his 
statements, complaining of his arbi- 
trary suppression of newspapers and 
citing other alleged pro-French activi- 
ties was sent to Geneva by the “Ger- 
man Front” in the Saar. 

This organization, formed several 
months earlier after the voluntary 
dissolution of most of the former po- 
litical parties, sought to consolidate 
Saar opinion in favor of reunion with 
Germany. It numbered over 450,000 
persons, claimed that it represented 
93 per cent of the future plebiscite 
voters, and controlled the policy of 
most of the Saar newspapers. 

A police detachment, said to have 
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been led by Police Commissioner 
Machts and acting under the author- 
ity of Mr. Knox, made a search of the 
premises of the German Front at 
Saarbruecken on July 20, carried off a 
quantity of documents, turned off the 
gas and water, and closed and sealed 
the doors. The German Front de- 
manded back its papers. A Saar court 
of law, after examining them, ordered 
their restitution, but Mr. Knox cited a 
clause in an old Prussian law as justi- 
fication for retaining them, thus 
bringing himself into direct conflict 
with the Saar law courts. 


In a letter to the League of Na- 
tions, made public on Sept. 1 and giv- 
ing extracts from the seized papers, 
Mr. Knox declared that they con- 
tained evidence that the German 
Front was maintaining constant re- 
lations with the Nazi authorities in 
the Reich and was engaged in espio- 
nage; that some 16,000 young Saar- 
landers had been serving in the Ger- 
man Labor Camps; and that he feared 
they were getting a military training 
and might try to use force at the time 
of the plebiscite. The German Front 
and the German Government pub- 
lished statements aiming to show that 
his suspicions and fears were without 
foundation. Moreover, French troops 
close to the Saar frontier are prepared 
to intervene if the Nazis should at- 
tempt any kind of putsch on Jan. 13. 


As to the probable outcome of the 
plebiscite there are two schools of 
opinion. Both are agreed that the vote 
in favor of union with France will 
be negligible except possibly along the 
French frontier and in the Warndt 
mining corner, where economic self- 
interest might sway the voters in 
favor of France. The main contest will 
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be between reunion with Germany and 
continuance under League control. In 
favor of the latter, one school argues 
that the Saar is not nearly so pro- 
Nazi as appears on the surface; that, 
as the ballot is secret, large numbers 
of the Catholics, Socialists and Com- 
munists will prefer to retain such lib- 
erties as they now have rather than 
be brought under the authority of the 
Totalitarian State; and that they be- 
lieve that their economic condition 
will be better under the present ré- 
gime within the French tariff system 
than if reunited with Germany, where 
economic conditions are regarded as 
bad. 

The other school maintains that 
economics and religious and political 
questions will be completely overbal- 
anced by the one outstanding fact that 
the Saar is German, and that on the 
ground of national German feeling 
the great majority will prefer to sink 
or swim with Germany. It points to 
the fact that League rule under the 
Governing Commission has always 
been unpopular and that in the minds 
of the great majority of the Saar in- 
habitants the experience of the past 
fifteen years shows that control by 
the League is merely a disguised form 
of control by France. It believes that 
the youth of the Saar has been power- 
fully affected by the same kind of 
enthusiasm for National Socialism 
which has made possible Hitler’s tri- 
umph in the Reich, and that the same 
sense of long injustice and oppression 
which consolidated opinion in Ger- 
many behind Hitler will consolidate 
opinion in the Saar against a continu- 
ance of the Versailles treaty arrange- 
ment. (Later developments in the 
Saar controversy are dealt with in the 
“Month’s World History” section.) 





Toward Nationalized Railroads 


By WINTHROP M. DANIELS* 


HETHER the Federal Government 
W shall take over the railroads is 
fast ceasing to be an academic ques- 
tion. It is now by no means impossi- 
ble in the near future. Joseph B. East- 
man, Federal Coordinator of Trans- 
portation, reported to the Senate in 
January, 1934, that “theoretically and 
logically public ownership and opera- 
tion meets the known ills of the pres- 
ent situation better than any other 
remedy. * * * When an industry 
becomes so public in character that 
such intimate regulation of its af- 
fairs becomes necessary, in strict logic 
it would seem that it should cease to 
masquerade as a private industry and 
the government should assume com- 
plete responsibility, financial and 
otherwise.” 

It is true that the Coordinator does 
not at present recommend public own- 
ership and operation “‘because of the 
impaired economic condition of the 
nation” and because “‘the immediate 
burden upon the public finances might 
be great.” But his judgment as to the 
eventual solution is unmistakably 
clear, and there are some grounds for 
thinking that he overestimates the 
financial load which the government 
would immediately assume were it to 
acquire control. 

For several reasons, eventual gov- 
ernment ownership is not unlikely. In 
the first place, the roads as a rule 
have been upon a prolonged fast. They 
entered the period of depression fairly 
well able to weather a moderate reces- 

*Formerly Chairman of the Interstate 


Commerce Commission, Mr. Daniels is 
now Professor of Transportation at Yale. 


sion of business, or even a major re- 
cession, if not unduly protracted. With 
ample cash assets, many of them con- 
tinued dividend disbursements for 
some months after net operating in- 
come had declined or disappeared. Ap- 
parently they thought to make acalm 
by laughing at the storm. But the 
depression continued, and shows no 
signs of abatement. 

It is frequently said that a newly 
launched enterprise must expect to 
encounter an initial “starving period” 
of several years before it begins its 
earning career. But when, after at- 
taining maturity, it is called upon 
again to undergo a five-year famine, 
the outlook for eventual recovery is 
far from hopeful. In January, 1934, 
some 75 railroads, operating a total 
of 42,340 miles, about one-sixth of 
the total in the United States, were 
in receivership or subjected to court 
control under the Bankruptcy Act. 
Had the RFC not gone to the rescue 
with large loans the insolvent brother- 
hood would have inevitably grown. As 
a drowning man will clutch at a straw, 
a starving corporation will accept fin- 
ancial aid from an alien source even 
at the sacrifice of its former inde- 
pendence. ; 

This dependence of the railroads 
upon the government is shown by the 
extent to which they have sought 
and received government aid. The 
PWA has advanced about $200,000,- 
000 to roads which ventured to con- 
tinue with new construction projects 
or to make good some part of their 
deferred maintenance. The RFC has 
lent over $400,000,000 to various car- 
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riers on the verge of bankruptcy. 
What is not fully realized by the roads 
or by the public is that every time 
Uncle Sam dips one hand deeper into 
his pockets to aid distressed railroads 
the further forward he reaches his 
other hand toward taking complete 
control. 

The case has its parallel in the ad- 
vances made by the government in the 
last eighteen months to needy banks. 
Where in return for financial assist- 
ance the government induced banks to 
issue and sell to the Treasury the new 
preferred bank stock, or to make the 
Treasury a preferred creditor for cap- 
ital loans, the government became not 
a sleeping but a senior partner. Over 
90 per cent of the assets of the Fed- 
eral Reserve Banks and about 30 per 
cent of the assets of member banks 
consist of government securities. The 
Treasury has thus strengthened its 
stranglehold on the banks until they 
have become fiscal satrapies whose 
chief function is to absorb new gov- 
ernment loans at dictation. Should the 
credit of the government fall but mod- 
erately, banks whose assets are chief- 
ly in government bonds would see a 
practical disappearance of the equity 
of the common stockholders, and 
could readily be nationalized on re- 
organization if the Treasury asserted 
its preferred position. 

That the borrower is servant to the 
lender has long been an established 
axiom. It applies also when the gov- 
ernment functions in the lender’s rdle. 
The situation when Federal control of 
the railroads was ended in March, 
1920, differed markedly from the pres- 
ent situation. Under war emergency, 
the Federal Government had assumed 
their operation. Despite the rise in 
prices and costs attendant upon the 
war, the Railroad Administration did 
not deem it wise to raise rates suffi- 
ciently to recover the costs. When the 


roads were returned to the owning 
corporations it was generally conceded 
that until a new and higher rate struc- 
ture, adjusted to the new level of 
prices and costs, was set up, the car- 
riers because of their previous invol- 
untary captivity could not pay their 
way. Moreover, during the govern- 
ment administration additions and 
betterments had been made with the 
primary objective of providing war 
transport, not with a view to supply- 
ing the new capital requirements 
which normal peacetime operation 
would have demanded. 

The railroad loans which were there- 
fore provided in the Transportation 
Act of 1920, as the outcome of previ- 
ous Federal control, were intended 
only for the temporary assistance of 
the carriers, to help them emerge from 
a situation into which they had been 
plunged by previous government ac- 
tion. The existing loans from the 
RFC are of a totally different char- 
acter. Instead of being a virtual rep- 
aration for embarrassments previ- 
ously created by the government, they 
are frankly eleemosynary, with a re- 
payment string attached. With the 
government in the réle of Lady Boun- 
tiful, it may not be strange that the 
railroads sought the shelter of public 
credit. If it was to be the function of 
the government to lend to the banks, 
to the farmers, and to necessitous 
debtors generally, why not to the rail- 
roads? They but acted as did the in- 
dividual who avowed: “When I saw 
everybody holding out his hand, I 
held out my hat.” 

Unfortunately for the railroads, by 
accepting government aid they expose 
themselves to having thrust upon their 
directorates a representation of the 
lending interest. It is difficult for 
them to explain why he who pays 
the piper shall not have a voice, at 
least, in calling the tune. It is not 
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alone the “sons of the wild jackass” 
who ask the question and who sug- 
gest the answer. The Coordinator 
himself, in his first report, remarked 
in reference to requiring Federal in- 
corporation to enforce railroad con- 
solidation that “the Craven plan of 
public directors on the boards of such 
corporations should be put to the test, 
when and where the commission finds 
that it can be tried without detriment 
to other railroad companies not hav- 
ing such public directors.” 

It is also strongly urged that only 
by the intervention of public authority 
in the field of managerial judgment 
can waste and preventable expense be 
avoided. Thus, the Coordinator re- 
cently ordered the Louisville & Nash- 
ville to continue the interchange of 
through passenger-train equipment 
for the Dixie route with the Chicago 
& Eastern Illinois at Evansville, Ind., 
when the Louisville & Nashville had 
arranged to operate its equipment be- 
tween Evansville and Chicago over the 
New York Central Lines. The Coordi- 
nator based his order on the ground 
that unnecessary duplication of serv- 
ice and unnecessary capital expense 
must be avoided. 

Moreover, the series of reports 
which the Coordinator is issuing calls 
attention to extensive economies which 
might be secured by various changes 
in railroad operation. The Merchan- 
dise Traffic Report suggests potential 
annual economies of over $87,000,000. 
The report on the proposed pooling 
of box cars gives $75,000,000 a year 
as a “conservative estimate of the op- 
erating savings possible.” No doubt 
when the Coordinator’s staff issue 
their reports on the present conduct 
of carload freight traffic and passen- 
ger traffic, other extensive potential 
economies will be disclosed. 

These so-called ‘“‘wastes of competi- 
tion,” which inhere in persistent car- 
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rier rivalry, and which would be saved 
by a cooperative railroad policy, do 
not necessarily imply government own- 
ership as the sole remedy. Hither a 
greater degree of voluntary coopera- 
tion through a wide extension of the 
pooling device, or the actual consoli- 
dations of railroad properties might 
achieve similar economies. But if the 
roads are reluctant to apply pooling 
arrangements, and if their finances 
for the time being preclude consolida- 
tion, the alternative of realizing the 
alleged possibilities of vast economies 
in operation is said to lie in govern- 
ment compulsion or government op- 
eration. 

The reason assigned by the Coordi- 
nator for not recommending govern- 
ment acquisition of railroad properties 
at the present time is the “impaired 
economic condition of the nation” and 
the heavy immediate additional bur- 
den that would be laid upon the pub- 
lic finances. Waiving altogether the 
prior question of the desirability of 
government-owned roads, we would 
suggest that the difficulties to im- 
mediate government acquisition are 
not as great as the Coordinator as- 
sumes. 

The impaired economic condition of 
the nation is reflected in that of the 
railroad companies as a whole. The 
par value of their aggregate stocks 
in the hands of the public is about 
$7,150,000,000. With Pennsylvania 
shares, for example, selling at 45 per 
cent of par, New York Central at 20 
per cent of par, Baltimore & Ohio at 
15 per cent of par, and shares of lesser 
companies at prices far lower, it is 
conservative to estimate that the ag- 
gregate current market value of rail- 
road equities is not one-third of their 
par value. Even when allowance is 
made for the few exceptional proper- 
ties such as the Union Pacific and the 
Pocahontas Roads, and the guaran- 
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teed stocks of certain leased lines, the 
aggregate market value of railroad 
equities can not be more than about 
$2,350,000,000. It is hardly necessary 
to suggest that corporate control may 
be secured with no more than a 50 per 
cent interest. 

A little over $1,000,000,000 would 
have been the cost of securing gov- 
ernment control of the railroads of 
the country, had the marketing opera- 
tions been possible with requisite se- 
crecy and dispatch. Several times that 
sum has been spent by the Treasury 
on various forms of “self-liquidating” 
projects and public works. The so- 
called profit from the debasement of 
the gold content of the dollar would 
have been more than ample to finance 
the acquisition. Had the extreme New 
Dealers had the imagination and au- 
dacity which prompted Disraeli to buy 
the Suez Canal shares for Great Brit- 
ain, or which moved Jefferson to buy 
Louisiana for the United States, they 
could have achieved government con- 
trol of all railroad properties in the 
United States, and Congress would 
have fallen over itself in its haste to 
ratify the acquisition. 

True, the roads thus acquired would 
have been burdened with funded debt 
charges of $500,000,000 a year. But 
this debt service charge and also an- 
nual taxes paid by the railroads are 
now in great part earned by the roads 
from their current operations; and 
if the economies recited by the Coor- 
dinator’s reports were remotely real- 
ized, the bond interest would be taken 
care of by the properties themselves, 
with no additional burden on the pub- 
lic finances. In short, the prevail- 
ing market levels of railroad stocks 
would have afforded the government 
an opportunity of buying control of 
the entire railroad system at a mini- 
mum cost. 

The final reason why government 
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ownership seems possible in the not 
distant future is that holders of rail- 
road bonds have become very much 
discouraged over the future of these 
assets and are only too ready to listen 
to a proposal to exchange them for 
government securities. Something like 
$3,000,000,000, or about 15 per cent 
of the total investments of life in- 
surance companies, are said to be in 
railroad bonds. The mutual savings 
banks hold perhaps another $1,000,- 
000,000 of the same securities. The Co- 
ordinator reports that numerous ex- 
ecutives of insurance companies, banks 
and similar institutions, as well as 
large individual holders, “are beset 
with fears with respect to railroad in- 
vestments’; that the “confidence in- 
spired by the provisions of the Trans- 
portation Act, 1920, has gone, and 
disillusionment has taken its place.” 
“In the five years ending in 1938,” 
says Vice President County of the 
Pennsylvania, “close to $2,000,000,- 
000 of railroad debt matures, and 
must be refunded, including part of 
the large short-term borrowings from 
the government for improvements and 
maintenance.” The president of the Se- 
curity Owners Association, in the 
pending case asking an advance in 
railroad rates, testified before the In- 
terstate Commerce Commission on be- 
half of the association’s members, who 
hold in excess of 40 per cent of the 
par value of the total outstanding rail- 
road funded debt, that “‘the confidence 
of investors, who have in the past 
provided the railroads with capital 
through the purchase of their bonds, 
has been based largely on the belief 
that regulation meant stabilization of 
return. The drastic shrinkage in mar- 
ket values, and the actual or threat- 
ened cutting off of return on invest- 
ments, has shaken that confidence, 
but the belief that regulation must 
and does recognize its function still 
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persists.” He therefore asked on be- 
half of 60,000,000 life insurance pol- 
icy holders and 13,000,000 depositors 
in mutual savings banks “immediate 
constructive relief.’ If that should not 
be forthcoming, he thinks “there can 
be little basis for the expectation that 
they [the railroads] will play an im- 
portant part in the economic recov- 
ery of the nation.” 

To summarize: The likelihood of 
government ownership and operation 
of the railroads in the not distant fu- 
ture is due to the large existing bur- 
den of railroad indebtedness to the 
Federal Government; to the impend- 
ing maturities of railroad debt which 
threaten widespread insolvencies if 
government loans are not further ex- 
tended; to the depressed market price 
of railroad stocks, which would make 
available a controlling interest at a 
low figure; and to the eagerness of 
the largest holders of railroad bonds 
to surrender them in exchange for 
government obligations. 

If one were foolish enough to essay 
the réle of a prophet and to leave out 
of one’s reckoning those unexpected 
occurrences which always bedevil the 
prediction of future social phenomena, 
the prophecy would run as follows: 
First, in the pending rate advance 
case the carriers will receive half a 
loaf or none at all; second, the next 
session of ‘Congress will not establish 
effective and comprehensive regula- 
tion of the railroads’ competitors, nor 
cease to accord virtual subsidies to 
motor traffic highways and to inland 
water routes; third, increased receiv- 
erships, in the absence of an industrial 
revival, will follow; and as the out- 
come, a substantial policy of national- 
ization will be inaugurated. Of course, 
there may be a miraculous way of 
escape, but unfortunately, the divinity 
who in the past has always been sup- 
posed to take special charge of chil- 
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dren, drunken men and the United 
States of America seems to be gone 
on a far journey. 

The probable drift toward nation- 
alization will be speeded up, then, with 
the prolongation of industrial depres- 
sion. But it is one thing to recognize 
the drift, and another to ride compla- 
cently with the current. The deaden- 
ing effect of bureaucracy and the poi- 
sonous effect of politics on industry 
would both have to be encountered 
if the government owned and operated 
the railroads. Even the Coordinator 
would put control, if the railroads were 
nationalized, in the hands of a non- 
partisan political body of trustees. As 
he says, “the tendency in countries 
which have public ownership and op- 
eration is now definitely to separate 
the railroads from ordinary govern- 
mental activities and make them au- 
tonomous, non-political enterprises.” 
Whether this ideal could or could not 
be realized, it is significant that it 
implies the need of supermen for the 
job, and evident distrust of “that 
crafty and insidious animal called a 
politician.” 

There is no use, however, in imagin- 
ing that the imminent danger of na- 
tionalization can be avoided by the 
carriers through a supine policy of 
leaning on the government credit— 
while it lasts—or by invoking the spe- 
cial solicitude of Congress upon the 
widows and orphans whose income de- 
pends on railroad bonds. It is only 
by a rigorous self-regulation that they 
can escape the calamity that yawns 
before them. They will not be able to 
shame Congress into a decent respect 
for their rights until they have done 
for themselves what both prudence 
and principle dictate. What are some 
of the things that this policy in- 
volves? 

First, it means eliminating from the 
property accounts of the railroads a 
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quantity of alleged assets whose only 
title to the name is their past cost. 
The issue is not one of overcapitaliza- 
tion in the old sense of the term. Only 
those with “water” on the brain can 
be blind to the fact that the aggre- 
gate of railroad securities outstanding 
in the hands of the public is less than 
the actual investment in the proper- 
ties. But there is nothing sacred, in 
the economic sense, in the magnitude 
of past cost incurred, even though it 
be beatified as “prudent investment.” 
Many of these past investments are 
today one with Nineveh and Tyre. 

There are thousands upon thousands 
of branch lines of railroad whose value 
to their owners, or whose necessity to 
the public, is wholly negative. While 
there have been many petitions by car- 
riers to abandon some parts of their 
mileage, the corresponding duty to 
amortize their capital obligations is ap- 
parently neither conceded by the car- 
riers nor emphasized by the Interstate 
Commerce Commission. L. F. Loree, 
president of the Delaware & Hudson, 
asserts that there are 70,000 miles of 
tracks that ought to be discarded. 
Keeping their cost in the balance sheet 
figure as part of the live investment 
in road and equipment is simply idle 
and misleading. 

Correlative to a realistic write- 
down of assets is a reduction in capi- 
tal liabilities, such as a lessening of 
the par value of stock, and eventually 
an amortization of the bonded indebt- 
edness incurred for these vanished ele- 
ments of value. In his supplemental 
report to that of the so-called Cool- 
idge Committee, Alfred E. Smith hit 
bedrock when he observed: “I am 
satisfied that the general public will 
not tolerate writing up values or in- 
creasing rates merely upon the theory 
that a great many railroad securities 
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are held by savings banks, trustees 
and insurance companies as security 
for widows, orphans or other benefi- 
ciaries of trust.” 

In the second place, the railroads 
must show more disposition to effect 
operating economies along new lines, 
especially those that involve conjoint 
action through the use of the pooling 
device. Many of the paper savings 
that the Coordinator’s staff are dis- 
playing in their reports will no doubt 
disappear when and if the proposed 
new methods are attempted. But there 
will probably be a considerable resid- 
uum that can and ought to be real- 
ized. In some instances demonstrable 
economies are obtainable by doing 
away with needless duplication in com- 
peting lines. Clearing house arrange- 
ments for interline settlements illus- 
trate another possibility. Until the 
roads exhaust their capacity for self- 
help they cannot look for relief at 
the hands of Congress. The only pos- 
sible reform that may come promptly 
from Congress is a statute that would 
forcibly expedite the reorganization of 
bankrupt railroads. 

Even if the carriers came before 
Congress with an absolutely clean bill 
of health, it is by no means certain 
that they could, without tireless effort 
and disheartening rebuffs, obtain the 
legislation which they may claim as 
of right and not of favor. That Con- 
gress should extend regulation to the 
railroads’ competitors by highway and 
waterway is abundantly clear. That 
subsidies should be withdrawn from 
these competitors is dictated by every 
just consideration. Eventually, when 
the opposition of self-interested lob- 
bies is overcome, this result may ob- 
tain. In the meantime, the whole 
mechanism of transport may have 
been nationalized. 


Gandhi: Politician With a Halo 


By LESTER HuUTCHINSON* 


N these days of demagogues and 

forceful personalities the mean 
and undersized figure of Mohandas 
Karamchand Gandhi is an anachro- 
nism in the political world. Yet, with 
all his apparent meekness and lack of 
personality, in his own way he is a 
most effective orator and as arrogant 
a dictator as any, with a personal fol- 
lowing far greater than that of any 
other politician of modern times. 

Although his dictatorship of the In- 
dian nationalist movement has been 
recently disputed, Gandhi is still the 
chosen messiah of millions of his fel- 
low-countrymen. He exerts an influ- 
ence that is not confined to India, for 
it has spread throughout all Asia 
and has even penetrated the mate- 
rialist strongholds of Europe and 
America. But it is a spiritual rather 
than a political influence, and it is as 
a saint that Gandhi has captured the 
world. His apotheosis in India, where 
he bears the title of Mahatma, or 
“Great Soul,” is emulated in Europe 
and America, where he is regarded 
generally as a saint who strayed into 
politics. 

His meager appearance, his asceti- 
cism and avowed contempt for world- 
ly wealth, his obscure mysticism, his 
oracular but often incomprehensible 
utterances, his confusing and meta- 


*Mr. Hutchinson, an English journalist 
who became acquainted with Gandhi dur- 
ing several years’ residence in India, re- 
gards him from a point of view markedly 
different from that of previous articles 
published in this magazine. Though 
Gandhi has since this article was written 
resigned the presidency of the National 
Congress, he remains, in or out of office, 
a potent force in Indian politics. 


physical explanations of his political 
moves, his spectacular crusades on 
behalf of “the downtrodden and op- 
pressed,” his training as a lawyer and 
his proficiency in the art of sophistry 
admirably fit Gandhi for the réle of 
saint. Yet, unlike most of the major 
and minor prophets, he contributes 
nothing new to spiritual philosophy. 
His gospel is a pot-pourri of Tolstoy, 
the Hindu Vedas, the Sermon on the 
Mount and theosophy. Based on his 
saintliness alone, Gandhi’s fame would 
have been localized and transient. He 
has achieved world fame because his 
saintliness has been superimposed on 
his political reputation as a national- 
ist leader who was once able to shake 
the foundations of British rule in 
India. 


Gandhi’s early life was passed in 
comparative obscurity. Having been 
called to the bar in England he joined 
the army of predatory lawyers which 
is at once India’s pride and affliction. 
Later he settled in South Africa, 
where he soon achieved a local repu- 
tation among his exiled compatriots 
as a sharp-witted lawyer. It was dur- 
ing this time that he began to study 
the works of Tolstoy, which provided 
him with the germs of his theory of 
Satyagraha, or the power of passive 
self-sacrifice over brute force. He 
soon had an opportunity to test his 
new theory in practice. 

Indians in South Africa at that time 
suffered under disabilities imposed by 
a suspicious and unfriendly govern- 
ment. Two of these disabilities, the 
poll tax and the Asiatic Law Amend- 
ment Ordinance, caused the Indians 
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to initiate a movement of protest. 
Gandhi sprang into the leadership of 
this movement, which he conducted 
according to his new theory of “Soul 
Force,” or in other words passive 
resistance. The South African Gov- 
ernment was so charmed by this politi- 
cal novelty that it agreed to a com- 
promise. This, Gandhi's first essay in 
what he was afterward to call “Civil 
Disobedience,” sent his stock high 
among the Indians in South Africa. 

It is interesting to note that 
Gandhi’s championship of the op- 
pressed was confined only to his fel- 
low-countrymen. As far as other op- 
pressed peoples were concerned, his 
attitude was pro-imperialist. He made 
this clear by supporting the British 
Government during the Zulu War and 
again during the Boer War. 

Gandhi returned to India at the be- 
ginning of 1914. His South African 
success had already made his name 
known in Indian public life, and his 
eccentricities and religious asceticism 
soon attracted to him a group of 
disciples, with whose help he propa- 
gated with moderate success his 
philosophy of Satyagraha. By the time 
the World War broke out he enjoyed 
considerable influence as a religious 
reformer, an influence which he used 
in support of the government’s propa- 
gandist and recruiting policy. 

The war had the general approval 
of the Indian middle class, partly be- 
cause of the promises of political and 
social reform made by the British 
Government, but chiefly because of 
the opportunities provided for the de- 
velopment of native industry. Before 
the war imperialist policy, interested 
in preserving the British monopoly of 
the Indian market and of the natural 
resources of the country, had been one 
of obstruction and hostility toward 
any attempt at industrial expansion 
by Indian capitalism. As a result of 
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this policy the development of native 
industry has been accompanied by a 
ceaseless struggle against the deter- 
mined resistance of British capitalism, 
which, holding political power and 
controlling the main branches of in- 
dustry, railways, sea and river trans- 
port, banks and the credit system, 
succeeded in its opposition until the 
outbreak of war. The war disorgan- 
ized industry in Great Britain, and 
that, with the necessity of conciliat- 
ing the Indian middle class during 
this crisis, forced the British to make 
concessions which were immediately 
used by Indian capitalists to establish 
native industry on a firm foundation. 

After the war the conflict was re- 
newed on a much wider basis. The 
government in the first place showed 
no signs of fulfilling its specious war- 
time promises. Instead, it speedily re- 
turned to its former policy of obstruc- 
tion and hostility to industrial ex- 
pansion. In this renewed conflict 
Indian capitalism was compelled to 
find a weapon of offense and it found 
one in the discontented peasantry. 
The Indian capitalists resolved to 
mobilize the existing popular discon- 
tent with alien rule in order to bring 
mass pressure on the government to 
force industrial and commercial con- 
cessions. The political organization of 
the middle class, the Indian National 
Congress, was given the task of har- 
nessing the economic and political 
discontent of the lower middle class, 
the peasantry and the industrial work- 
ing class to the chariot of the mill 
owners and financiers of Bombay, 
Ahmedabad and Calcutta. 

But the weapon of mass pressure 
is often a boomerang. The organiza- 
tion of mass discontent for a particu- 
lar purpose, divorced from the eco- 
nomic interests of the masses, is both 
difficult and dangerous, and the In- 
dian middle class began to look for a 
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political philosophy suited to its 
necessity of utilizing while emasculat- 
ing a perilous mass movement. It was 
at this crisis that the Indian middle 
class remembered Gandhi. 

At this time Gandhi had subsided 
into relative obscurity. He was chiefly 
occupied with schemes for the spirit- 
ual regeneration of his countrymen, 
explaining to his puzzled and doubting 
followers that Home Rule began with 
self rule. His habit of indulging in 
metaphysical puns has become more 
confirmed with the passing years. He 
welcomed the chance to put his theory 
of the efficacy of “Soul Force” and 
“non-violence” into practice on a 
much larger scale than he had in 
South Africa. The agitation resulting 
from the general dissatisfaction with 
the proposed reforms embodied in the 
Montagu-Chelmsford Report, and di- 
rected against the government’s at- 
tempt to alter the criminal law on the 
basis of the drastic recommendations 
of the Rowlatt Commission, gave 
Gandhi his opportunity. Within an 
amazingly short period he mobilized 
the people on his program of Satya- 
graha, and launched an unprecedent- 
ed movement against what he called 
“the satanic government.” 

The immediate success of the move- 
ment was so great that it not only 
shook the very foundations of the gov- 
ernment but surprised and alarmed 
Gandhi as well as the financial and 
industrial magnates and landlords 
who supported him. It was not long 
before the desperate peasantry, re- 
jecting the essential part of Gandhi’s 
philosophy, the policy of Ahimsa or 
“non-violence,” began to show a ten- 
dency to transform the movement 
from a well-regulated and passive pro- 
test into an active insurrection against 
the native landlords as well as against 
an alien government. 

In spite of Gandhi’s fasts and public 
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acts of penance, serious riots broke 
out all over India, culminating in the 
violent insurrection of the Moplahs, 
the Moslem peasantry of Malabar, 
which was mainly directed against the 
oppression of Hindu landlords. This 
rebellion was followed by a serious at- 
tack on the police at Chauri Chaura 
in the United Provinces, which pro- 
vided Gandhi with a pretext for aban- 
doning a movement which was becom- 
ing impossible to control. According- 
ly, in February, 1922, the civil dis- 
obedience movement was suspended, 
and a safe program of limited agra- 
rian reform, the Bardoli program, 
took its place. Having successfully 
broken the movement, Gandhi was ar- 
rested and sent to prison, obtaining 
his release in February, 1924, after a 
serious operation for appendicitis. 

Civil disobedience was discontinued 
by its leaders not because it was de- 
feated but because of its alarming 
success. Indian capitalism with the 
help of Gandhi had involuntarily 
created out of the misery of the peo- 
ple a monster which it was unable to 
control; it found itself in the rdéle of 
Frankenstein. 

The starving peasant, the sweated 
worker, the impoverished intellectual 
had discovered the power of organ- 
ized mass action. This discovery trans- 
formed the whole conception of Indian 
politics as something esoteric and con- 
fined to the propertied and profes- 
sional classes into a mass political 
movement based on the economic dis- 
content of the illiterate and hitherto 
despised worker and peasant. It be- 
came apparent that in future the pace 
of political progress would be set by 
the mass of the people and no longer 
by the Indian middle class, who, 
caught between economic conflict with 
imperialism and the fear of revolu- 
tion, would have to perfect a way to 
retard the revolutionary tempo. 
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The arrival in 1928 of the Simon 
Commission, appointed by the British 
Government to study on the spot the 
problems connected with Indian con- 
stitutional reform, precipitated the 
storm. Its findings were anticipated 
by the Indian National Congress, 
which established a committee of its 
own for the same purpose under 
the chairmanship of the late Pandit 
Motilal Nehru. The child of this com- 
mittee was the famous Nehru Report, 
which proposed rather vaguely the 
same status for India as that enjoyed 
by the Dominions. 

The Nehru Report satisfied nobody 
except the Indian capitalists, and it 
was with the greatest difficulty that 
Gandhi and the Congress leaders suc- 
ceeded at the annual session of the 
Congress, held at Calcutta in Decem- 
ber, 1928, in securing the adoption of 
a resolution demanding ‘Dominion 
Status” on the basis of the Nehru 
Report. The British Government was 
given one year in which to comply. 
This attempt to postpone the issue for 
a year in the hope of pacifying public 
opinion did not shelve the problem. 
The uncompromising temper of the 
people forced the middle class to 
reject the Viceroy’s invitation to at- 
tend a round-table conference to dis- 
cuss constitutional reforms with the 
British Government. This eleventh- 
hour attempt to avert the crisis failed, 
and the year of grace given to the 
government at the Calcutta session of 
the Congress came to an end. 

The next annual session of the Con- 
gress met at Lahore in December, 
1929, in an electric atmosphere of 
challenge and defiance. In spite of the 
opposition of the middle-class leader- 
ship, the rank and file declared war 
on the government. The goal of the 
Congress was declared to be com- 
plete independence for India, and the 
leaders were forced to accede to an 
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immediate movement of non-coopera- 
tion and civil disobedience, to be con- 
tinued until this goal was attained. 
By agreeing to the movement the 
leaders succeeded in maintaining con- 
trol; Gandhi was appointed dictator 
with full powers. 


The Indian middle class realized 
that side-tracking tactics were needed 
—a program that would be attractive 
on the surface but harmless in reality. 
The new dictator after careful con- 
sideration supplied such a program; 
it consisted mainly of defiance of the 
Salt Law, boycott of foreign cloth and 
peaceful picketing of shops dealing in 
foreign cloth and liquor. It is signifi- 
cant that Gandhi ignored the really 
repressive imperialist laws, and care- 
fully selected the Salt Law for his at- 
tack on the government. The sugges- 
tion that the Salt Law was chosen in 
preference to any other as being the 
least likely to lead to dangerous re- 
sults is supported by the fact that, 
although the government has the salt 
monopoly in India, the tax on that 
commodity is negligible. 

Imprisonment was made an end in 
itself, and as Gandhi forbade any legal 
defense the government had no dif- 
ficulty in confining the more dan- 
gerous elements within four walls. 
Although the peasantry and the lower 
middle class had been steeped in the 
doctrines of “non-violence” and “Soul 
Force,” serious riots broke out, par- 
ticularly at Delhi, Sholapur and Pesha- 
war. Most serious of all was the 
growth of restiveness among the peas- 
ants, who began to demand a move- 
ment against the payment of rent 
and taxes. At this critical juncture 
the Indian middle class, alarmed at 
the prospect of its lead being repudi- 
ated, again called on Gandhi to aban- 
don the réle of messiah for that of 
executioner. 

Gandhi therefore negotiated a truce 
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with the government, which ended in 
his complete capitulation at the be- 
ginning of 1931. This capitulation was 
dignified with the name of the Gan- 
dhi-Irwin pact. Having surrendered, 
Gandhi toured the rural areas in a 
vain attempt to persuade the peasants 
to pay their dues, and then, adjusting 
his halo, departed for London, there 
to take part in that same Round Table 
Conference which he had denounced 
so indignantly a few months before. 


The economic condition of the peas- 
antry in 1931, after the Gandhi-Irwin 
pact, can be described only as des- 
perate. The five-year slump in agri- 
cultural prices had coincided with in- 
creases in rents and taxes. In order 
to exist at all the peasant was forced 
to borrow until his very life and the 
lives of his wife and children were 
mortgaged to the moneylender, who 
as often as not is identical in the rural 
areas with the landlord. The same 
slump in prices forced the government 
to increase the taxes and the land- 
lord to increase the rent; in each case 
the burden fell on the already over- 
laden shoulders of the peasant. 


Inability to pay rents and taxes 
and the moneylender’s exorbitant in- 
terest compelled the peasant to dis- 
pose of his savings. The Indian peas- 
ant has never banked his savings but 
keeps them on the person of his wo- 
menfolk in the form of anklets, bangles 
and chains, which are of either gold 
or silver, and are handed down and 
added to from generation to genera- 
tion. It is estimated that most of the 
vast quantity of gold exported from 
India to Great Britain during the 
“gold rush” of 1931-32 was derived 
from the expropriation of the savings 
of the peasantry. The peasant, de- 
prived of his savings at the same time 
that his land and labor were not pro- 
ducing enough to pay his rent and 
dues, was faced with starvation. The 
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ominous clouds of a peasant revolt 
gathered on the political horizon. 

The storm broke while Gandhi was 
in London negotiating concessions for 
Indian capitalism. The ruined peas- 
antry of the United Provinces in 
North India organized and refused to 
pay rents and taxes. The Congress 
leaders of the United Provinces, for 
the most part landlords, were com- 
pletely ignored, while the government 
and the Indian middle class were seri- 
ously alarmed. The peasantry of the 
United Provinces had set an example 
for the whole of rural India, and if 
the movement spread it might well de- 
velop into a class war which could 
conceivably destroy not only imperi- 
alism, but also Indian capitalism and 
landlordism. It was necessary to nip 
the movement in the bud, and to lead. 
it into less dangerous channels. 

Gandhi hurried back from London, 
and the Congress leaders met in se- 
cret conclave and proclaimed the re- 
sumption of the civil disobedience 
movement. This time they made no 
attempt to organize the people behind 
any program, but, led by Gandhi, took 
refuge in the jails. While thus main- 
taining their prestige as_ political 
martyrs, they gave the government a 
clear field for repression. By a combi- 
nation of police terrorism znd tempo- 
rary reduction and remission of taxes 
in the badly affected areas, the gov- 
ernment finally succeeded in driving 
the movement underground. 

No sooner had this been achieved 
than Gandhi again came to life by de- 
claring the first of the series of his 
dramatic and extraordinary “fasts 
unto death.” This first fast was a pro- 
test against the proposal of the gov- 
ernment to provide separate electo- 
rates for the Untouchables—a large 
community of outcasts without rights 
in Hindu law. Before the end of the 
fast, however, he had succeeded in 
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changing its purpose into one of up- 
lifting the Untouchables, and secur- 
ing for them the right to pray in Hin- 
du temples. Here was a way out. 

Under cover of the sentimental hys- 
teria raised by his fast, he had clever- 
ly sidetracked a dangerous mass 
movement into the harmless channel 
of religious reform; he had destroyed 
the whole for the fraction exactly in 
the same way as he had in 1922. He 
did not, however, attain his purpose 
at once; he found it necessary to de- 
clare another “fast unto death” on be- 
half of the perplexed Untouchables be- 
fore he was able at the Poona confer- 
ence of the Congress leaders finally 
to secure the withdrawal of the civil 
disobedience movement. A surrender, 
however, must not be made to appear 
a surrender. To cover up his tracks 
Gandhi announced that he and a few 
chosen followers would enhance na- 
tionalist prestige by publicly defying 
the law. But before he could actually 
do so he was arrested by a benevolent 
government and sentenced to one 
year’s imprisonment. 

Gandhi had not been in prison more 
than a fortnight before he declared 
his third “fast unto death” in order 
to secure his release—a release that 
was essential to the successful launch- 
ing of his anti-Untouchability cam- 
paign. Once released, he announced 
that he proposed to serve his sentence 
of one year outside the jail, and that 
while doing so he could not honorably 
offer any further disobedience to the 
laws. He would, therefore, confine his 
activities to popularizing his cam- 
paign for religious and social reform. 

In this campaign he met with much 
opposition, not only from orthodox 
Hinduism, but from an increasing 
number of people, hitherto his devoted 
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followers, who felt that his activity 
was a betrayal of the people’s move- 
ment for national independence. But 
he has continued on his way undaunt- 
ed by opposition. With amazing sim- 
plicity he has even made use of the 
1934 earthquake in the hope that its 
effect on the superstitious would dis- 
tract the minds of his countrymen 
from dangerous thoughts of mass ac- 
tion to the peaceful and harmless pur- 
suit of religious reform. In the mean- 
time, Indian capitalism has taken ad- 
vantage of the lull to make its peace 
with the government. 

The life of Gandhi is contemporary 
Indian history. He reflects the aspira- 
tions of the Indian middle class, torn 
between its desire for industrial ex- 
pansion and its fear of the pauperized 
millions who are kept from open rebel- 
lion only by the firm and experienced 
administration of British imperialism. 
In the present period of India’s his- 
torical evolution Gandhi has no choice 
but to fill the rdle assigned to him. 
He is a creature of historical circum- 
stances, and it is therefore irrelevant 
either to blame or to praise him. 

Gandhi as a saint is of no impor- 
tance, but Gandhi as a political force 
is one of the great figures of contem- 
porary history and as such cannot be 
ignored. The private personality of 
Gandhi is no doubt interesting, his 
eccentricities are amusing and his 
asceticism is worthy of admiration. 
But the student of politics and history 
must necessarily probe deeper, and his 
estimation of Gandhi’s character de- 
pends not on the attributes of a saint- 
ly way of life but on the results of his 
political actions. And for a saint it 
must be confessed that Gandhi shows 
a remarkable aptitude for political 
finesse. 








RANCE faces a serious and dra- 

matic breakdown of the economic 
system built around the Treaty of 
Versailles. The treaty gave the French 
an overwhelming advantage over the 
German industrialists, their oldest and 
greatest rivals for European trade. 
Not only did its provisions drastically 
restrict German trade; French busi- 
ness was also given an unusual oppor- 
tunity to expand and on its own terms. 
During the post-war period French 
industry took great forward strides, 
intrenching and extending its influ- 
ence on all sides..Today it is another 
story. This privileged position is 
being shaken, and French industrial- 
ists find themselves wrestling with 
two great problems—recovery from 
the depression, which crept over 
France later than over the rest of the 
world, and retention of the economic 
advantages bestowed on her by the 
Treaty of Versailles. 

The first shock to the enviable post- 
war position of the French came on 
Sept. 20, 1931, when Great Britain 
abandoned the gold standard. A shiver 
of apprehension for the franc ran 
through France. Soon it became obvi- 
ous that industrial activity was de- 
clining, and by 1932 the world-wide 
depression was beginning gradually 
to paralyze French economic life. No 
longer could Frenchmen imagine 
themselves immune to the malady 
that afflicted other countries. Then 
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came another shock. The dollar was 
devalued. 


French industrialists awoke by 
1933 to the crying necessity for a vig- 
orous defense of their interests and 
the stoppage of losses which day by 
day grew more menacing. Relief 
through governmental aid seemed al- 
most an impossibility, since the suc- 
cessive Cabinets represented the par- 
ties of the Left, which are always vio- 
lently hostile to French big business. 
A policy of watchful waiting, accord- 
ingly, was adopted. Meanwhile, the 
American experiment under President 
Roosevelt was closely followed, though 
with a good deal of skepticism as to 
its outcome. Great Britain’s efforts to 
rationalize production were also stud- 
ied, nor did French business ignore 
what was going on in Soviet Russia 
and Fascist Italy. But to Frenchmen 
none of these experiments seemed ap- 
propriate to the peculiar logic and 
individualism of France. 

The French have steadily opposed 
drastic reform or modernization. 
Their orthodoxy leads them to con- 
clude that present systems and 
methods of manufacturing, trade and 
finance are more sound than those 
experiments abroad, the success of 
which has yet to be proved. There is 
nothing wrong, it is contended, with 
the old-fashioned economic machin- 
ery, nothing to be gained by apply- 
ing Marxian or Fascist theories which 
have only made the confusion worse 
and retarded recovery. Restoration of 
the economic system to its former ef- 
ficiency, not reform or modernization, 












420 





is today the aim of France’s industries. 

French industrialists may be the 
most conservative and nationalistic of 
the Western World, but their orthodoxy 
is a source of strength in this period of 
peril. Nationalism at least has welded 
French business into the powerful 
Confederation of French Production, 
which is almost a super-national car- 
tel. Its strength and importance can 
be gauged by its officers: President, 
R. P. Duchemin, former head of the 
great chemical trust; vice presidents, 
J. A. Déchaud, president of the Tex- 
tile Institute; E. Fougére, president 
of the National Association for Eco- 
nomic Expansion; R. Lehideux, presi- 
dent of the Paris bankers’ association; 
H. de Peyerimhoff, president of the 
central committee of French coal in- 
terests; F. de Wendel, president of 
the famous Comité des Forges; treas- 
urer, Baron Petiet, president of the 
Association of Automobile Makers; 
secretaries, H. Defert, president of the 
National Wine Syndicate, and M. Bar- 
rier, president of the National Cham- 
ber of Hotels. 

All the leading industries of France 
—machinery, metallurgy, textiles and 
chemicals—are represented in the 
Confederation. Here come together 
the armament and steel magnates, the 
coal kings who battle those of Ger- 
many for the Saar and other holdings, 
the great textile manufacturers of 
Northern France and the heads of the 
chemical industries in which more 
than 12,000,000,000 francs has been 
invested. 

The method by which these French- 
men propose to tackle their problems 
was exemplified early in 1934 by the 
meeting in Paris of the Confederation 
of French Production. Representatives 
from all important French industries 
gathered to consider methods for more 
efficient production. Greater coopera- 
tion, it was decided, should be devel- 
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oped among directors, executives and 
employes of all French enterprises. 
Eight committees were set up to study 
existing methods, results and similar 
data, and their reports were to be dis- 
cussed and sifted for ideas and prac- 
tices that might lead to greater ef- 
ficiency. Nearly all these committees 
are now at work. One, for example, 
groups the heads of statistical ser- 
vices of French firms; another, the 
cost engineers; another, company sec- 
retaries. Each committee has a defi- 
nite plan of action and, it is claimed, 
satisfactory results have already been 
obtained, from both a psychological 
and a technical point of view. 
Another forward step was taken 
when the National Economic Council, 
which hitherto had been relatively un- 
important, was given definite influ- 
ence and real prestige. Though an 
advisory board of the government, it 
had been composed only of representa- 
tives of some of the big capitalistic 
interests and of labor; now spokes- 
men for agriculture are included. At 
the annual meeting of the presidents 
of the French Chambers of Agricul- 
ture in Paris in October, 1934, it was 
voted almost unanimously to join the 
National Economic Council, provided 
agriculture was given the prominent 
place to which it is entitled. The 
Chambers of Agriculture, it should be 
noted, favor a new French agricultural 
policy, for in their opinion the present 
laws are useless and unenforceable. 
The French industrialists had been 
unable until 1934 to obtain any genu- 
ine cooperation from the Left gov- 
ernments, but the advent of the Dou- 
mergue Cabinet on Feb. 8, 1934, 
changed things overnight. Business 
confidence began to revive, since the 
new Cabinet included outstanding con- 
servatives and nationalists such as 
André Tardieu, Pierre-Etienne Flan- 
din and the late Louis Barthou, whose 
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political fortunes were known to be 
linked with French industry. 

These leaders could be counted upon 
not only to prevent radical legislation 
but to sponsor an economic program 
that would harmonize with the aspira- 
tions of big business. The Tardieu 
group—a violent foe of all Leftists— 
is considered the mouthpiece in the 
Chamber of Deputies of the small 
group of capitalists in whose hands 
are concentrated the larger part of 
French industry and finance and such 
influential daily newspapers as Le 
Temps, Le Journal des Débats, La 
Liberté and La Journée Industrielle. 
Paul Reynaud, a Deputy and impor- 
tant member of the Tardieu group, 
probably struck the keynote for big 
business when he said at the time the 
Doumergue Ministry was formed: “If 
we wish to retain liberty and popular 
representation, we must revert to the 
social system in which the workers are 
at the service of private enterprise. 
The multiplication of our present am- 
biguities will lead to a dictatorship.” 
In other words, he warned the people 
that if they did not accept conserva- 
tive rule, they would bring on some- 
thing to which they have been consis- 
tently opposed—an absolute, personal 
dictatorship. 

While the Doumergue government 
did relieve business somewhat by sim- 
plifying the system of taxation, by 
converting part of the public debt and 
by reducing governmental expenses, 
the “truce Cabinet” as a whole did 
not live up to expectations. Whether 
a government headed by Flandin or 
any one else can cope with the social 
unrest due to French economic dis- 
tress is something that lies beyond 
prediction. 

The Democratic Alliance, led in the 
Chamber by the present Premier, 
Pierre-Etienne Flandin, is in conso- 
nance with the policies of the Tardieu 
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group; it, too, speaks for French busi- 
ness interests. M. Flandin succinctly 
set forth his ideas in an interview with 
the great daily Excelsior shortly be- 
fore he became Premier. “‘The fate of 
our régime,” he insisted, “is at stake. 
Both capital and labor are in a de- 
plorable state, and democracy, as it is 
in France today, has outrun itself, thus 
denying the very principles of liberty 
it stands for. We do not want a dic- 
tatorship, and a reform of the State 
is the only way to avert it. The State 
must abandon all functions it cannot 
fulfill and the authority of men at the 
helm must be restored by a series of 
changes to this effect.’”’ M. Flandin’s 
pronouncements since he became Pre- 
mier show that his ideas have not 
changed. 

Apparently the Tardieu and Flandin 
schools seek to diminish rather than 
enlarge the control of the State over 
business. These men are violently op- 
posed to socialization of private en- 
terprise and probably would like to 
return to private control the State- 
owned railways, the telephones and 
telegraphs, the match and tobacco 
monopolies, and the national credit 
institutions. The Doumergue régime, 
since it appeared to hold the same 
views and to offer greater security to 
French capital, had the support of the 
Confederation of French Production. 
In particular, M. Doumergue’s defense 
of the franc appealed strongly to 
French business, which is committed 
to the gold standard. 

French business leaders declare that 
the methods of the Anglo-Saxons, as 
they call the British and Americans, 
are wholly incomprehensible. The way 
out of the economic and financial mo- 
rass, to their way of thinking, is not 
to be found by applying a mixture of 
capitalistic and socialistic theories, 
nor by playing football with curren- 
cies. Frenchmen see here no middle 
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ground. It is extraordinary, said one 
of their representatives recently, how 
the Anglo-Saxons cannot understand 
that only through a free flow of gold 
can improvement of the world situa- 
tion come and that only if gold circu- 
lates rapidly will there be a rise in 
basic prices. The Anglo-Saxons do not 
realize, continued this critic, that 
every measure for the restoration of 
economic activity depends upon the 
world’s currencies, that all efforts are 
in vain unless the monetary prob- 
lem is solved. 


These are the familiar arguments 
of the gold bloc, which was formed 
on July 8, 1933. It had been hoped 
originally to set up an economic union 
of the gold-standard countries which 
could hold its own indefinitely until 
Great Britain and the United States 
were ready to talk business. Political 
rapprochements to correspond with 
the alignment of the bold bloc coun- 
tries were also anticipated; for in- 
stance, a Franco-Italian entente. But 
Belgium, the Netherlands and Switzer- 
land have lost interest in the gold 
bloc, thus forcing the French to recog- 
nize that the bloc is not too effective 
and that it can obtain no real com- 
mercial advantages. 


The gold bloc policy has in no way 
improved the balance of French for- 
eign trade. Nor did the Brussels con- 
ference last October give rise to any 
great hopes. Though the French sys- 
tem of import quotas has succeeded 
in reducing the trade deficit, it has at 
the same time sent the volume of for- 
eign trade to an alarmingly low level. 
The semi-official Temps states that 
figures for the first three quarters of 
1934 showed a further drop of 4,374,- 
000,000 francs. Moreover, the continu- 
ing disparity between French and 
world prices raises a formidable bar- 
rier to the expansion of French for- 
eign commerce outside the gold bloc. 
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Nevertheless, Finance Minister Ger- 
main-Martin persistently holds to his 
belief that prices in countries off the 
gold standard are rising to meet those 
of the gold bloc. His position finds 
some support in recent statistics is- 
sued by the economic section of the 
League of Nations. These figures 
show increases in the non-gold nations 
and decreases in every member of the 
gold bloc. 

French domestic prices reveal a 
wide gulf between a low wholesale 
level and a high retail level. Govern- 
ment attempts to remedy the situation 
have so far been limited only to 
watching and controlling the price 
levels; there has been no suggestion 
of a real change. Such was the gist of 
a preliminary report by Edouard Her- 
riot and André Tardieu, who were ap- 
pointed by Premier Doumergue to 
study the problem. Undoubtedly no 
radical change in the price level is de- 
sired at the present time because of 
the social consequences that might en- 
sue. But to meet this disparity in 
prices and also to keep step with the 
government’s deflation policy, a good 
many French industrialists have 
adopted a mild and conventional ra- 
tionalization. Some have reduced sal- 
aries; the 15 per cent cut in the cotton 
industry, now operating at about 76 
per cent of normal activity, is typical. 

The recovery measures supported 
by French industry can be summed up 
roughly as follows: (1) A reorganiza- 
tion of production along orthodox 
lines; (2) a domestic economic and 
financial program undertaken by the 
government, including the 10,000,000,- 
000 francs for public works already 
voted by Parliament; (3) increase of 
foreign trade by diplomacy and trea- 
ties; (4) maintenance of the gold bloc 
and its policies. 

Yet so far this program has 
amounted to little. A general survey 
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of French industry provides few 
grounds for optimism. The latest 
charts and analyses published in the 
Conjoncture Economique, a reliable 
publication on file at the French Min- 
istry of Commerce, show that in major 
industries such as machinery, metal- 
lurgy, building, textiles, leather, au- 
tomobiles, rubber and the extractive 
industries, such as coal and pig iron, 
production is virtually stagnant. A 
leading British authority recently 
stated that there was every reason 
why pessimism should prevail in 
French economic circles. As he showed, 
unemployment is above that of a year 
ago; the last available figures put it 
46 per cent higher. Industrial produc- 
tion is still declining. Bankruptcies 
are increasing. The index of stock quo- 
tations shows a downward trend. The 
gold index continues to fall. Transpor- 
tation is in a bad state, and the rail- 
road deficits continue. French farmers 
have been badly hit. Wheat has de- 
clined steadily in spite of government 
price fixing. 

French men and women from one 
end of the country to the other are 
discontented and resentful. Scandals, 
riots and violent collisions between 
the Left and the Right have intensi- 
fied this feeling. The small business 
men and shopkeepers are particularly 
bitter against the existing laws that 
deprive them of their businesses when 
they cannot meet obligations under- 
taken in:more prosperous times. In- 
dignant mass-meetings have been 
held and resolutions adopted in favor 
of a more liberal interpretation of the 
laws. 

That distinguished and keen analyst 
of French life, André Siegfried, aptly 
records that politically a Frenchman’s 
heart is to the Left, but that when it 
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comes to the pocketbook it is distinctly 
to the Right. In the present state of 
both politics and finance the struggle 
in a Frenchman’s breast must be hard 
indeed. His proverbial thrift is being 
questioned. Nearly every day the is- 
sues of capitalism and anti-capitalism 
are aggressively and flaringly debated 
in his newspapers. But he does not 
want debate or reassurances from the 
government of the mere promise of a 
stable franc; he wants action and con- 
crete accomplishments that will quick- 
ly lead him out of the political and 
economic depression. 

Despite the unfavorable picture pre- 
sented by France today, the economic 
outlook is by no means hopeless. That 
French industrialists will ever be able 
to return to the advantageous position 
they held in the post-war years is 
highly improbable, for world readjust- 
ments now in progress will not permit 
it. As the chance of any one nation’s 
maintaining commercial supremacy or 
driving ahead with an imperialistic 
trade policy is steadily diminishing, 
the French will ultimately have to 
make concessions that will lead to a 
more equitable distribution of the op- 
portunities for trade in Europe and 
the rest of the world. 

Meanwhile, it should be remembered, 
France is fundamentally a wealthy 
nation. She entered the depression 
later than other countries, and may be 
the last to emerge. The French bank- 
ing system, as has been pointed out 
time and again by qualified authori- 
ties, is in a sound, liquid position. In- 
deed, the Bank of France is the envy 
of Europe. When the upturn comes, 
there is no reason why the French 
should not regain their normal posi- 
tion in the economic world and enjoy 
their share of trade and commerce. 








Where the Dutch Fear Japan 








vAsT colonial empire in the Malay 
Archipelago has made the Nether- 
lands as much an Asiatic as a Euro- 
pean power, but with ever increasing 
anxieties and fears caused by the rise 
of that still greater Asiatic power, 
Japan. What shall the Dutch do to 
hold their East Indian possessions, 
since their military protection is so 
insignificant in contrast with their 
wealth? That is the question to which 
the Dutch are today seeking an an- 
swer as they watch Japanese expan- 
sion in the Far East. 

Even before the World War they 
were disturbed by the Japanese, and 
again during the war there were per- 
sistent rumors that Japan contem- 
plated seizing the Dutch East Indies. 
Later it was believed that in exchange 
for Japanese aid in Siberia, the United 
States had approved Japanese annexa- 
tion of those colonies. The end of the 
war, however, relieved the tension, 
while in the newly created League of 
Nations the Netherlands saw an 
agency for the maintenance of peace 
and the preservation of the status quo. 

Nevertheless, there was no peace of 
mind for the Dutch. The United States 
failed to join the League of Nations; 
relations between the United States 
and Japan were strained, and an 
armament race between Great Britain, 
Japan and the United States was in 
progress. The League, moreover, could 
never maintain the status quo in the 
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Pacific without American aid. In case 
of war, would the Japanese attempt 
to seize the Borneo oil centres? The 
Dutch feared they would. 

The Netherlands played an incon- 
spicuous réle at the Washington con- 
ference of 1921 and was not asked to 
sign the Four-Power treaty. Yet the 
Dutch East Indies are among the most 
important islands of the Pacific 
Ocean. As a result, the government 
of the Netherlands, while welcoming 
the treaty, did not let matters rest 
there. The signatories—Great Britain, 
France, Japan and the United States 
—were quietly asked if the territorial 
guarantees of the treaties might not 
be extended to the Dutch East Indies. 
Each of the powers promised in an 
identic reply “that it is firmly re- 
solved to respect the rights of the 
Netherlands in relation to their in- 
sular possessions in the region of the 
Pacific Ocean.” 

Yet to the Netherlands the results 
of the Washington conference were 
not wholly happy. Since neither Great 
Britain nor the United States was to 
increase the strength of its fortifica- 
tions in the Western Pacific, at a time 
when the 5:5:3 ratio practically re- 
moved the offensive threat of the 
three great naval powers against each 
other, the Japanese fleet became su- 
preme in Asiatic waters. War in the 
Pacific between the great powers was 
now less likely, but Dutch security 
against Japanese aggression had di- 
minished. 

If war should break out between 
the naval powers of the Pacific, the 
troubles of the Dutch in the East In- 
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dies would multiply. If the hostile 
fleets should be unable to fight a deci- 
sive battle when far from their bases, 
they would most probably concentrate 
on driving enemy commerce from the 
seas. Hence, the East Indian Archi- 
pelago would be involved, because the 
convergence of ocean traffic at the 
Straits of Malacca and the Straits of 
Sunda, and the large number of pro- 
tected bays and sheltered spots in the 
East Indies would make these waters 
a centre of commerce raiding. The 
East Indies, moreover, would in- 
evitably be an important source of 
supplies, particularly of oil. Even in 
time of peace Japan imports more 
than half her oil from the East Indies. 

Recent events in Manchuria and 
Japanese commercial penetration of 
the East Indies have again aroused 
Dutch fears. When the League of Na- 
tions failed to halt the Japanese in 
Manchuria, and Japan then withdrew 
from Geneva, Dutch confidence in the 
League weakened. Hard upon these 
events came the American decision to 
grant Philippine independence, and 
still another barrier to Japanese ex- 
pansion southward was in danger of 
being removed. 

Japanese commercial penetration of 
the East Indies has now become a 
devastating reality, driving many 
Dutch commodities from the East In- 
dian market. The Dutch share of East 
Indian imports declined from 33.2 per 
cent in 1913 to 17.8 per cent in 1926, 
while the Japanese share increased 
from 1.6 to 9.6 per cent. 

As early as 1926 and 1927 certain 
classes of Japanese goods, notably 
earthenware, porcelain and glassware, 
had driven out Dutch goods. The East 
Indies in 1913 imported 54 per cent 
of its plates from the Netherlands and 
only 2 per cent from Japan; in 1926 
the figures were almost reversed—15 
per cent from the Netherlands and 51 
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per cent from Japan. In 1913, 53 per 
cent of the cups and saucers were im- 
ported from the Netherlands and none 
from Japan; in 1926 only 1 per cent 
came from the Netherlands, while 93 
per cent came from Japan. The fig- 
ures for glassware and fine earthen- 
ware are much the same. 

The Dutch textile industry has suf- 
fered severely from the Japanese in- 
vasion of the East Indian market and 
is clamoring for governmental action 
to save it from ruin. In 1933 Dutch 
exports of textiles to the East Indies 
dropped to only one-fourth the ton- 
nage of 1931 and the total value de- 
clined still more. In response to the 
insistent demands of the Dutch tex- 
tile manufacturers, the East Indian 
Government has placed imports of 
cotton goods under quotas, as it has in 
the case of earthenware. Recently the 
Dutch Government sent a commission 
of textile experts to the East Indies 
to examine the possibility of estab- 
lishing textile factories there to com- 
pete with Japanese imports. While 
this would not save the Dutch textile 
industry, it might save some of the 
capital invested in it. 

Japanese competition threatens not 
only the Dutch producers but also the 
distributing system controlled by 
Dutch and Chinese. For centuries the 
Chinese have served as the interme- 
diaries between the Dutch and the 
Indonesians. The Japanese, however, 
are beginning to set up their own dis- 
tributing agencies; they have opened 
a large department store in Surabaya 
and are establishing local agencies in 
the villages. Finally, Dutch shipping 
interests have been adversely affected 
by the transportation of Japanese 
goods to the East Indies in Japanese 
ships. 

Abandonment by the Dutch of their 
open door policy has consequently 
come to the fore. Dr. H. Colyn, Pre- 
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mier and Minister of Colonies, at first 
resisted the demands for preferential 
treatment, pointing out that tariff 
discrimination might antagonize the 
great powers and endanger Dutch 
control of the Archipelago. Dr. Colyn 
was no doubt also influenced by the 
fact that the open door policy has 
attracted large sums of Dutch and 
foreign capital to the East Indies. 
This capital, for the most part in- 
vested in agricultural enterprises, is 
best served by the open door policy. 
But the interests of Dutch investors 
do not parallel those of Dutch manu- 
facturers. As the Netherlands cannot 
import large quantities of the East 
Indian agricultural products, such as 
rubber, sugar and tea, these commodi- 
ties find markets in other lands. Re- 
strictions upon imports from other 
countries tend to restrict exports to 
those countries. 


The quota system caused so much 
resentment in Japan that in an at- 


tempt to solve the conflict of interests 
a conference met at Batavia, the capi- 
tal of the Dutch East Indies. It was 
soon deadlocked. 

The Dutch regard the Japanese in- 
vasion of the East Indies as being a 
political as well as an economic prob- 
lem. Leading Dutch newspapers state 
that the Japanese are spreading 
among the Indonesians the idea that 
they are being sacrificed to the selfish 
interests of the Dutch, since the East 
Indian Government is compelling them 
to buy Dutch goods instead of the 
cheaper Japanese goods. 

Some Dutch leaders in the East 
Indies fear that the Indonesians are 
turning to Japan. From the floor of 
the Colonial Legislature a Dutch 
member, the leader of the extreme 
Right party, accused the Indonesian 
nationalist leaders of flirting with 
the Japanese. Nor is this a ground- 
less fear. Because of the decline in 
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revenues the Dutch East Indian Goy- 
ernment has reduced appropriations 
for education, curtailing instruction 
in the higher grades with its West- 
ern standards rather than in the na- 
tive lower schools. As a result young 
Indonesians have gone to Japan to 
study and a Japanese organization has 
been formed to further the movement. 
Only recently a company of Indo- 
nesian journalists visited Japan and 
were well received. 

Why are Indonesians attracted to 
Japan? The nationalists may have 
only political ends in view, but what- 
ever may be behind this orientation, 
certain sections of the Dutch press 
are alarmed. The editor of De Indische 
Gids has asked if all these facts do 
not point to a broad and well-con- 
ceived policy aimed at the removal 
of white influence from Asia. Japan, 
he concludes, probably does not look 
upon the East Indies as suitable for 
colonization, since the climate is un- 
suited to most Japanese, but it may 
be seeking an independent East Indies 
which would accept Japanese political 
and economic leadership. 

Fear that Japan seeks expansion 
in one of the East Indian islands, 
notably the Dutch part of New Guinea, 
is also prevalent. It is reported that 
the Japanese Government recently 
approached The Hague with a pro- 
posal to colonize Dutch New Guinea 
with Japanese farmers. There may be 
a close relationship between this re- 
ported scheme and the recent organi- 
zation of a New Guinea Committee, 
with Dr. D. Fock, former Minister of 
Colonies and former Governor General 
of the East Indies, as chairman. The 
purpose of the committee is to pro- 
mote the exploration, exploitation and 
colonization of Dutch New Guinea. 

But the Dutch apparently have little 
reason to worry about Japanese emi- 
gration to the East Indies. If the Jap- 





WHERE THE DUTCH FEAR JAPAN 


anese Government has encouraged 
colonization the results have been 
very meager. According to the 1930 
census reports, only 7,195 Japanese 
resided in the whole East Indies, com- 
pared with 1,233,856 Chinese, 208,269 
Netherlanders (including Indo-Euro- 
peans), 6,867 Germans and 2,418 Brit- 
ishers. The Japanese were chiefly en- 
gaged in commerce, fishing, journal- 
ism and photography. 

Stories in the Dutch press reflect 
the growing tension. For example, 
a leading daily, the Niewwe Rotter- 
damsche Courant, reported that a 
Japanese warship recently called at 
Menado, a port in Northeastern 
Celebes. While the ship’s officers and 
sailors were sightseeing, a sailor en- 
tered a school house, stepped up to 
the blackboard and drew a map of 
Japan, China, the Philippine Islands 
and the Dutch East Indies. Around 
the whole he drew a circle and wrote 
within it “Greater Japan.’’ Whether 
the story is true is not half so impor- 
tant as the fact that it appeared in 
the Dutch press. 

The Dutch East Indian Government 
has been careful not to offend Japa- 
nese feelings. For many years it main- 
tained a bureau each for Chinese and 
for Japanese affairs which served in 
an advisory capacity to various 
branches of the government. When 
forced to reduce expenditures in 1931, 
the government proposed to consoli- 
date the bureaus, a step which would 
have meant abolishing the Bureau of 
Japanese Affairs. Though the govern- 
ment did continue both bureaus for a 
year or two, the need for economy 
eventually brought consolidation. 

For the Netherlands defense of the 
East Indies is a major problem of 
statecraft. Dutch resources are far 
too limited when called upon to de- 
fend a dependency, thousands of miles 
from the home territory, vast in ex- 
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tent and of great strategic impor- 
tance. Moreover, because of the rising 
nationalist movement among the na- 
tives of the East Indies, the govern- 
ment dares not require military ser- 
vice from the Indonesians. At present 
compulsory military service affects 
only Netherlanders. 

Appropriations for defense have 
been drastically cut since 1929, for 
the present Netherlands Ministry is 
determined to balance the budget. In 
1929 the defense budget totaled 103,- 
608,000 florins; for 1933 it was 88,- 
720,145 florins. The East Indian mili- 
tary budget has been slashed even 
more. Some months ago a committee, 
with former Governor General Iden- 
burg as chairman, was appointed to 
study reorganization of the defense 
forces in the interest of further econ- 
omies. The committee recommended 
measures which would save 15,000,000 
florins in the East Indian budget and 
12,000,000 florins in Holland’s. 

These reductions so alarmed inves- 
tors in the East Indies and the Dutch 
population living there that they 
formed a committee to raise funds by 
voluntary contributions for another 
cruiser to add to the little East Indian 
navy. Probably it was this popular 
pressure that led the Dutch Govern- 
ment to announce at the opening of 
Parliament in September that it 
planned to strengthen the Dutch and 
East Indian navy by the construction 
of new ships. The Dutch Minister of 
Defense sought to reassure Dutch 
public opinion that the enlarged East 
Indian fleet, though admittedly small, 
would be adequate to protect the East 
Indies against possible Japanese at- 
tacks. He argued that though the Jap- 
anese fleet had ten times the strength 
of the East Indian navy, Japan would 
be unable to send more than a tenth 
of its fleet to attack the East Indies. 

The Netherlands, determined to 
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keep out of war, has always been 
careful to avoid alliances of all sorts. 
Though the Dutch are aware that 
they cannot defend the East Indies 
against direct attack by a major pow- 
er, they fear still more a violation of 
East Indian neutrality in a war be- 
tween the great powers. East Indian 
defense, therefore, aims only at main- 
taining this neutrality. 

There have been rumors of a Brit- 
ish-Dutch understanding. The Singa- 
pore naval base so near the heart of 
the East Indies, and the interlocking 
British-Dutch oil interests make the 
suggestion a natural one. Moreover, 
the present Governor General, Jonk- 
heer de Jonge, had, at the time of his 
appointment, just retired from over a 
decade of service in London as one of 
the officials of the Royal Dutch Shell. 
Officially the existence of such an un- 
derstanding has steadily been denied. 

But do not recent events point to a 
departure from the traditional Dutch 
policy of avoiding alliances? In Janu- 
ary, 1934, a number of British naval 
and military authorities met on board 
the flagship of Admiral Sir Frederic 
Dreyer in the harbor of Singapore. 
The meeting was ostensibly a resump- 
tion of the conferences which were 
held annually for a time after 1921, 
but which more recently had been dis- 
continued. On this occasion agreement 
was sought on various matters of 
common interest touching the naval 
and air forces of India, Australia and 
New Zealand. Singapore, as the key to 
Western entrance to the Pacific, nat- 
urally received special consideration. 
Control of the Straits of Malacca by 
the British would lead other powers 
in time of war to turn to the next 
most important routes between the 
Pacific and Indian Oceans. These 
routes run through the Dutch East 
Indies and therefore cannot be ig- 
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nored in the strategy of a war in the 
Pacific, especially one in which Great 
Britain might be involved. 

Probably this is the reason why 
Lord Allenby’s visit to Java on the 
eve of the conference caused great 
comment in the press of other coun- 
tries. The police had been informed 
that attempts were to be made on his 
life. Stories emanating from Moscow 
and Tokyo declared that Lord Al- 
lenby’s visit constituted the prelimi- 
naries of British-Dutch military co- 
operation in the Far East. 

Lord Allenby’s visit was followed 
by other events which to some inter- 
preters were highly significant. Short- 
ly after the Singapore conference Ad- 
miral Sir Frederic Dreyer and the 
French Vice Admiral Berthelot, each 
on board his flagship, entered the har- 
bor of Tandjong Priok, the port of 
Batavia, simultaneously with a Dutch 
warship. In Batavia the two admirals 
were received by the Governor Gen- 
eral. Not long afterward the Dutch 
East Indian fleet anchored in the har- 
bor of Singapore for a demonstration. 

The Dutch have been puzzled by 
these events. Has the Netherlands 
abandoned neutrality as the basis of 
her East Indian defense policy? Jonk- 
heer de Graeff, the present Minister 
of Foreign Affairs and a former Gov- 
ernor General of the East Indies, has 
been regarded as sympathetic to the 
formation of a “white front’ in the 
Far East. Has the Netherlands al- 
ready taken sides in anticipation of 
the often predicted war of the Pacific? 
Has the Netherlands granted Great 
Britain, in case of war in Europe, cer- 
tain “defensive” rights, such as the 
establishment of air bases in Dutch 
territory, in exchange for the promise 
of British aid against Japan? If so, 
Dutch foreign policy has undergone 
an extraordinary revolution. 


Portugal’s Teacher-Dictator 


By RICHARD LEWINSOHN* 


F all modern dictators, Antonio 

de Oliveira Salazar, ruler of Por- 
tugal, is least the dictator type. There 
are ample grounds of comparison, for 
at present Europe has nominally sev- 
en, but actually thirteen, dictatorial 
régimes. One is proletarian; another 
a feudal regency; another that of a 
single man who, by coup d’état, seized 
control; while still another obtained 
power by constitutional means and 
then cast aside all semblance of de- 
mocracy. There are also varying de- 
grees of military dictatorship. Salazar 
differs from the leaders of these in 
method, achievement and general at- 
titude. 

Unlike other modern dictators, Sal- 
azar has foregone all theatrics. He 
has neither assumed historical trap- 
pings nor designed new uniforms. He 
does not hold parades or deliver 
grandiloquent speeches before the 
multitude every week. Although for 
years undisputed dictator, he has re- 
mained a civilian in the strictest sense 
of the word. One hardly sees or hears 
him. That he signs even official docu- 
ments with the title “Professor of 
Finance in the Law Faculty of Coim- 
bra University” is no empty gesture. 
Not “leader” of his nation in the Hit- 
lerian sense, Salazar is recognized as 
“teacher.” As “teacher” he derives 
his moral authority and political po- 
sition. 

It is quite true that Salazar himself 
did not have to establish his power. 
When he appeared on the scene, ruder 
~ *Mr. Lewinsohn, formerly financial edi- 


tor of the Vossische Zeitung, Berlin, has 
recently spent several months in Portugal. 


forces had already seized control and 
put an end to a parliamentary-demo- 
cratic rule. He found his bed already 
made and even well protected—a pre- 
liminary essential to his political suc- 
cess. Men like Salazar are not usurp- 
ers. But it is surprising that this deli- 
cate rather than robust man has es- 
tablished himself among aggressive 
military men and in unfamiliar sur- 
roundings. It is even more surprising 
that he could in a comparatively 
short time transform a typical mili- 
tary dictatorship into a civilian dic- 
tatorship stamped distinctly with his 
own personality. His is an accom- 
plishment unique in post-war Europe. 

For its stability alone the new 
régime commands respect. Applied to 
another country such a statement 
might be regarded as rash. But in the 
case of Portugal it is significant that 
for six years the same man has un- 
interruptedly and with increasing 
authority been guiding the country’s 
finances and that more than two years 
ago he was formally appointed Prime 
Minister. Replacing in 1911 a mon- 
archy ruined by murder and misman- 
agement, the Portuguese Republic had 
in the sixteen years of its parliamen- 
tary existence six Presidents, forty 
Prime Ministers and well over 200 
Cabinet Ministers. For a country of 
from 6,000,000 to 7,000,000 people 
this was a terrible waste of human 
material and mental energy. Upon 
this unstable basis a group of high- 
ranking army officers in May, 1926, 
seized political power and control. 

A military dictatorship in Portugal 
surprised neither the country nor the 
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world at large. In neighboring Spain 
a few years earlier a similar coup had 
placed General Primo de Rivera in 
control. The Portuguese Army, more- 
over, had always played an important 
political réle; conspiring and wire- 
pulling Generals were part of the very 
being of the State. Many Cabinet 
crises, even under the parliamentary 
régime, were brought about by the 
military, and almost every year saw 
an attempted coup d’état. The mere 
fact that one such stroke had now 
succeeded did not seem to be an event 
of any particular historic importance. 
As a matter of fact the victorious 
generals in 1926 at first did nothing 
to distinguish themselves. After the 
shock of the actual upheaval had 
passed and they had to turn their at- 
tention toward governing the coun- 
try, they looked to Coimbra, the lead- 
ing university of Portugal, to find 
the inevitable civilian members of 
their new Cabinet. The most precari- 
ous of all Cabinet posts, the portfolio 
of finance, was offered to a certain 
Professor Antonio de Oliveira Salazar. 
He was 37 years of age, without any 
particular standing, and though he 
was respected in his own field, his 
name was barely known to the public 
or even to professional politicians. 
Born in 1889 in Santa Comba, a 
pretty little village near Coimbra, 
Salazar was the son of modest peas- 
ants, who destined him, as was cus- 
tomary in the case of the talented and 
ambitious sons of peasants in South- 
ern Europe, for the priesthood. But 
the monarchy was overthrown, and 
the secular democratic republic im- 
mediately banished the clerical orders 
and decreed a strict separation of 
Church and State. Even though the 
religious feeling of young Salazar re- 
mained untouched by these events, 
they had a decisive influence upon his 
career. He turned to the study of law. 
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His intellectual inclinations soon 
led him to economics, which in the 
Portuguese universities, modeled af- 
ter the Sorbonne, is only a special sub- 
ject in the law faculty. A thesis deal- 
ing with the evolution of Portuguese 
currency established his reputation, 
and in 1916, when he was only 27, he 
was made professor at Coimbra Uni- 
versity. 

At the same time, Salazar was also 
active in politics. His theological in- 
terests drew him into Catholic circles, 
and he became one of the founders of 
the Catholic Centre, an organization 
intended to strengthen the church in 
public life. He wrote for Novidades, a 
Catholic newspaper, and was for a 
short time an inconspicuous member 
of Parliament. 

Salazar’s political and Catholic 
background was certainly not the rea- 
son for his original selection for the 
Cabinet, as has been asserted. Both 
military and clerical circles supported 
the new parliamentary democracy, 
but they were hardly enthusiastic 
about it. The thoughtful and cautious 
Salazar, moreover, hesitated to ally 
himself with the recently installed 
revolutionary government. On the 
grounds of illness, he declined the 
proffered portfolio with thanks and 
departed for the parental farm at 
Santa Comba. Only after he had been 
sought out in his hiding place did he 
yield and return to Lisbon as Secre- 
tary of the Treasury. 

Salazar soon discovered that he was 
not at all in his element. Within five 
days the administration was racked 
by internal conflicts, with the mili- 
tary leaders prevailing. Those uni- 
versity professors who had joined the 
new government were ousted and re- 
turned resignedly to Coimbra. The sec- 
ond episode of Salazar’s political ca- 
reer, his unwilling share in the mili- 
tary dictatorship, ended quite as unsuc- 
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cessfully as had his first, his brief ap- 
pearance in the Chamber of Deputies. 

Two quiet and uneventful years fol- 
lowed. The scholar devoted his time to 
a thorough study of modern taxation, 
embodying his findings in a carefully 
thought-out book. Direct criticism of 
the government was, of course, strict- 
ly forbidden, and in any case such tac- 
tics were foreign to Salazar’s person- 
ality. But at bottom all his scholarly 
conclusions condemned the financial 
policy of the régime. A classicist in 
economics, he taught and wrote in fa- 
vor of balanced budgets and expendi- 
ture according to income, while the 
military administrators of the Treas- 
ury in Lisbon merrily spent funds they 
did not have, let the deficit grow 
steadily and thus wrecked the curren- 
cy and the credit of the nation at a 
time when almost all Europe was en- 
joying economic prosperity. 

After two high army officers had 
unsuccessfully tried their hands at the 
Treasury, Lisbon appealed for aid to 
the League of Nations. Geneva prom- 
ised an international loan if the Por- 
tuguese Government would grant the 
creditor powers ample guarantees and 
controlling rights and would consent 
to the eventual appointment of a for- 
eign Controller. These conditions the 
military dictatorship could not accept 
without compromising itself at home. 
The Portuguese representative rose 
before the League Assembly to declare 
proudly: “Portugal will not sell itself 
for 6,000,000 pounds sterling.” 

But patriotic words could not solve 
the actual problem. The national 
Treasury remained empty, the deficit 
grew, and the exchange rate for Por- 
tuguese currency fell from day to day. 
Finally, in this extreme emergency, 
the Professor of Finance at Coimbra 
was remembered and invited to the 
capital. Salazar came. Recalling pre- 
vious experiences, he insisted upon 
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certain conditions before accepting the 
proffered Cabinet post. All Ministers 
would have to agree to keep within as- 
signed limits of expenditure. The 
Treasury would have the absolute 
right to veto any and all additional 
expenditures, whether they fell within 
the ordinary or the extraordinary 
budget, and any form of credit opera- 
tion. In short, Salazar demanded fin- 
ancial dictatorship. 

The generals were no doubt some- 
what surprised when they learned the 
conditions on which the civilian from 
Coimbra insisted. But they were in a 
thoroughly hopeless situation. Be- 
sides, they expected to maintain their 
political power, and, if need be, could 
always dispose of a pretentious peda- 
gogue. Thus it was that on April 28, 
1928, Salazar moved for the second 
time into the Treasury. Soon there 
happened what hardly any one in the 
entire country had thought possible. 
The new Minister presented a budget 
which was not only in balance but 
provided even a small surplus. Expen- 
ditures were cut by 140,000,000 escu- 
dos; new taxes would raise revenue 
by nearly 200,000,000 escudos. (At 
par the escudo is worth nearly 71% 
cents; its current value is a shade 
over 414 cents.) For the university 
professor it must have been a painful 
duty to curtail funds for education, 
but he proved his courage by reduc- 
ing military and naval expenditures. 
This in a Cabinet headed by a gen- 
eral! 

If the mere publication of this 
budget caused surprise, there was 
even greater astonishment when at 
the end of the fiscal year Salazar an- 
nounced that the surplus had actually 
exceeded 285,000,000 escudos. Since 
the end of the World War the Portu- 
guese Treasury had invariably suf- 
fered an annual deficit of over 500,- 
000,000 escudos, and the fact of an 
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actual surplus seemed like magic. The 
man who could perform such a mir- 
acle became the centre of suspicious 
interest. His every move was watched. 
But there was no magic other than 
a sound financial policy—sweeping 
economies, coupled with an excellent 
technique of taxation. 

Salazar eventually so improved the 
financial system by raising indirect 
taxes and duties and making further 
economies in administration that it 
became possible to reduce direct taxes 
without endangering the budget. The 
budget surplus from 1928 to 1933 
totaled over 700,000,000 escudos. This 
sum was used mainly to reduce the 
floating debt, which at the time of 
Salazar’s appointment amounted to 
over 2,000,000,000 escudos and which 
has since practically disappeared, 
partly because of the repayments 
made and partly by consolidation. 

The Portuguese currency naturally 
benefited from this internal house- 
cleaning. The gold reserves of the 
bank of issue were tripled and the 
actual gold cover of the currency rose 
to over 40 per cent. For some time 
after the Summer of 1928 the ex- 
change rate remained stable. Techni- 
cally it would have been easy to keep 
it stable even during the depression 
years, but for commercial and politi- 
cal considerations Salazar preferred 
to follow the course set by London, 
and took the Portuguese currency off 
gold. Ever since 1931 the escudo has 
been closely tied to the pound sterling 
except for a brief interval during 
which the course of the American 
dollar was followed. 

This attachment to Great Britain, 
which stands first in the Portuguese 
balance of trade in both exports and 
imports, has been on the whole ad- 
vantageous. In this way exports, ship- 
ping in general and the port traffic 
of Lisbon—one of Portugal’s most 
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vital interests—were brought through 
the critical periods of the depression. 
If losses were not avoided altogether, 
at least the effects were not disas- 
trous. Portugal today is undoubt- 
edly one of the few European coun- 
tries which have passed the lowest 
point of the crisis. The people are 
fully aware of this and rightfully be- 
stow the credit upon Salazar’s per- 
spicacious and energetic financial 
policy. 

The popularity and respect which 
Salazar gained as Secretary of the 
Treasury made him the logical choice 
as Prime Minister when General 
Freitas resigned in July, 1932. Gen- 
eral Carmona, President of the Re- 
public, himself a product of the mili- 
tary coup of 1926, used all his author- 
ity and influence with the army to 
make possible the change from a mili- 
tary to a civilian dictatorship. 

Salazar retained his post at the 
Treasury even as Prime Minister. 
Though absolute financial dictator- 
ship remained the nucleus of his poli- 
cy, he had now an opportunity to ap- 
ply his political principles. These, 
though strongly influenced by Fascist 
ideas, come from other sources. Sala- 
zar does not believe in an omnipotent, 
totalitarian State to which all indi- 
vidual interests must be subordinated. 
What he envisages is rather a natural 
order of society in which the State 
rests upon the fundamental social in- 
stitutions—the family, the local com- 
munity, professional and national or- 
ganizations—rather than upon the 
artificial and temporary party group- 
ings which dominate a parliamentary 
democracy. 

In practice these political princi- 
ples have not yet been completely 
worked out. With all the zeal and 
moral earnestness that distinguish 
him, Salazar is apparently still seek- 
ing a satisfactory solution. Indeed, 
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six months after he assumed the post 
of Prime Minister, he promulgated a 
comprehensive national Constitution, 
which was confirmed by plebiscite in 
March, 1933. But the essential points 
of this great document are as yet un- 
realized. Were they applied, Portugal 
would cease to be a dictatorship. 

The new Constitution has rightfully 
been compared with that of the 
United States, from which Salazar 
adopted several basic ideas. But it is 
even more like those of the semi-par- 
liamentary so-called constitutional 
monarchies, such as pre-war Ger- 
many. The only difference is that 
Portugal is declared a republic in 
which a President, elected for a seven- 
year term, exercises the functions of 
Chief Executive. The people elect not 
only the President but also a parlia- 
ment, which convenes for three 
months at the beginning of each year. 

Besides these long-tried mechanics 
of administration, the Constitution 
contains provisions which lie much 
closer to Salazar’s ideals. Heads of 
families, be they men or women, are 
to be formed into communal and pro- 
vincial councils, with far-reaching 
rights of self-administration. The 
representatives of these councils and 
of various professional associations 
together form a supreme “corpora- 
tion chamber,” to assist the Parlia- 
ment as an advisory body. 

Before this Constitution was put 
completely into effect Salazar turned 
his attention to economic matters and 
devised a complete system of corpora- 
tions, which followed closely along 
Italian lines. A special Under-Secreta- 
ry of Corporations has already organ- 
ized over 150 professional unions of 
employers which in the future are to 
cooperate with the State in regulating 
production, prices and wages. A con- 
firmed opponent of State socialism, 
Salazar apparently does not intend to 
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go far in the reorganization of eco- 
nomic life. 

All these plans, as already pointed 
out, are at this time only plans. Essen- 
tial parts of Salazar’s ideal State, par- 
ticularly the part dealing with the 
Parliament, have not yet been trans- 
lated into reality. Portugal has not 
been called to the ballot box, and the 
government still exercises both legis- 
lative and executive powers. Whether 
in the long run the democratic or the 
Fascist element will prevail cannot 
now be determined. All that can be 
safely said is that even if a Fascist 
dictatorship arises in Portugal, it will 
differ considerably from other Fascist 
systems. Salazar himself has pointed 
out one of the chief differences be- 
tween the existing Italian and Por- 
tuguese dictatorial régimes. 

Mussolini, a pupil of Georges Sorel, 
philosopher of violence, holds violence 
inevitable at certain historic moments. 
Salazar declines on principle to recog- 
nize violence as a political means. 
“Violence,” he declares, “is not suited 
to our race and our customs. Those 
who use it usually weaken before their 
task is done, and themselves become 
victims of their misplaced zeal. Our 
past revolutions are witness to that.” 

‘Salazar has practiced as well as 
preached this doctrine. There were, to 
be sure, numerous reprisals against 
political enemies during the first years 
of his dictatorship. There were depor- 
tations and wholesale arrests. Unre- 
stricted expression of opinion was long 
suppressed and even today is not fully 
permitted. Newspapers are under cen- 
sorship. But the Salazar régime has 
abstained from excess and systematic 
repression. Life outside the purely po- 
litical sphere is not impeded or regu- 
lated. Justice is absolutely assured. 
Salazar’s Portugal can safely claim 
whatever glory there may be in having 
the mildest of existing dictatorships. 








NTIL last November one of the 
few American political institu- 
tions to escape the experimenters was 
the two-chambered State Legislature. 
But this immunity ended when the 
voters of Nebraska adopted at the 
Fall elections a constitutional amend- 
ment which provided that, beginning 
with 1937, the State legislative power 
shall be vested in a single house of 
not fewer than thirty nor more than 
fifty members. 

When Nebraska became a State the 
makers of its Constitution accepted 
without question the two-house sys- 
tem which prevailed throughout the 
country. Until 1913 only occasionally 
did any one seriously question the 
wisdom of the bicameral Legislature 
that had always been a part of our 
traditional system of checks and bal- 
ances. 

In recent years Nebraska has had 
a House of 100 members and a Senate 
of 33 which have served jointly as a 
statute mill. Each body was chosen 
by all the voters; the members of both 
were elected for a two-year term and 
were paid the same salary. Except for 
the confirmation of appointments, the 
functions of the Senate duplicated 
those of the House, though the Senate 
was usually more conservative since 
its membership tended to be more 
. Stable and more experienced. Eccen- 
tric self-proclaimed tribunes of the 
people were less numerous in the 
Senate than in the House. As in other 
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States a bill to become a law had to 
pass each house in precisely the same 
form; differences were settled by a 
conference committee which had prac- 
tically plenary power over questions 
in dispute. About 1,000 bills on an 
average were introduced at each leg- 
islative session and of these about 
350 reached the statute book, a large 
proportion during the closing days of 
the session. The bickering, back- 
scratching, log-rolling, horseplay and 
general blowing off of steam to which 
democratic assemblies are addicted 
existed in Nebraska as in other States. 

Discussion of a unicameral Legis- 
lature was first heard in Nebraska in 
1913 when a joint committee of the 
House and Senate reported in favor 
of a single-chamber body. But the 
report was forgotten until the Con- 
stitutional Convention of 1920, when 
a proposal for such a change was de- 
feated by a vote of only 47 to 43. 
Afterward the idea was ventilated at 
various times, though nothing like a 
movement developed. Senator George 
W. Norris, however, had made the 
one-house Legislature a hobby. Almost 
to him alone is due the initiation and 
conduct of the recent State campaign 
for the new amendment. 

Senator Norris was wise in choosing 
1934 to test public sentiment. Not 
only was experimentation in the air, 
but a rather general feeling of indig- 
nation and disgust filled Nebraskans 
after the legislative session of 1933. 
The people’s representatives that year 
had gone to the capital protesting 
loudly their intention to pass few 














laws, to talk little and to return home 
in time for the Spring plowing. They 
ended by passing nearly 200 acts, 
talking a great deal of childish non- 
sense, and holding one of the longest 
sessions on record. Unseemly wrangles 
were frequent; the Legislature fum- 
bled with taxation and appropriations, 
liquor regulation and legislative re- 
apportionment. Moreover, Governor 
Bryan’s serious illness deprived an 
overwhelmingly Democratic member- 
ship of what might otherwise have 
been shrewd and prudent leadership. 
The effect on the public was unmis- 
takable; many citizens felt that no 
future Legislature regardless of its 
form could possibly be worse. 

The Norris amendment, as it is 
known in the State, provides that the 
1935 Legislature shall divide the State 
into not fewer than thirty nor more 
than fifty districts, in each of which 
a member shall be elected on a non- 
partisan ballot for a term of two 
years. The total appropriation for 
salaries shall not exceed $37,500 per 
year. Thus, if the new body should 
have fifty members, each would re- 
ceive an annual salary of $750; if 
thirty, each would receive $1,250. By 
providing that salaries shall be paid 
annually it is hoped that since mem- 
bers will receive a monthly salary 
throughout their term they will feel 
a continuing responsibility. 

The larger membership of fifty, it 
is generally expected, will be decided 
upon, for during the recent campaign 
there was little support, especially 
in the rural regions of the State, for 
the smaller number. Many of Senator 
Norris’s advisers believed that a non- 
partisan election would weaken the 
case for the proposed amendment 
when it came before the people, but 
actually this provision received slight 
consideration during the campaign. 
While politicians may have been hos- 
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tile to the idea it was obviously hard 
for them to argue openly against it. 

Supporters of the amendment had 
a telling argument in their contention 
that special interests would be able to 
exert less influence over a single, 
small body. In Nebraska very few 
people accept the notion that a lobby 
is a necessary or even salutary sup- 
plement to an imperfect representa- 
tive system. Among those still de- 
voted to Populist ideas stump speak- 
ers are always sure of applause when 
they attack the “interests” and charge 
them with corrupting the Legislature. 
A single house, by simplifying the 
lawmaking process and by compelling 
the members to record their votes 
without hope of having them revised 
by another body or modified in con- 
ference, may compel the “interests” 
to devise new techniques. That it will 
destroy their influence is probably 
expecting too much. 


One of the points urged against the 
amendment was that farmers would 
be inadequately represented in a body 
so much smaller than the present 
Legislature. Only rich men, it was 
said, could afford to campaign over 
the larger electoral districts. More- 
over, would not a single body fall more 
easily under Executive domination? 
Finally, the opposition contended, the 
greater importance of each member 
would lead to a flood of bills. A small 
body would tend to be more extrava- 
gant; lobbies would find the new Leg- 
islature easier to control; hasty and 
ill-digested legislation would result 
from such a concentration of power. 
Few of these arguments had much 
weight with the voters because Sena- 
tor Norris and his supporters suc- 
ceeded in creating in the minds of the 
electorate the picture of a small, busi- 
nesslike body of experienced legisla- 
tors, solely responsible for lawmaking 
and at work under public surveillance. 
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All the familiar devices of voting 
“yea” for “the record” in one house 
while manoeuvring for a reversal in 
the other, and of using the largely 
unfettered power of the conference 
committee to mold legislation in dis- 
pute between the houses, were skill- 
fully explained to audiences only too 
ready to believe the worst of the “in- 
terests” which are popularly supposed 
to benefit by a complicated system. 
Ultimately the contest was between 
those who favored the new system as 
more simple and responsible and those 
who opposed it as an unwise depar- 
ture from conservative principles. The 
public voted for simplicity and respon- 
sibility. 

As in nearly all American elections, 
various factors were present which 
were unrelated to the merits of the 
issue. Thousands of conservative vot- 
ers, for example, never examined the 
evidence but voted “No” because they 
disliked Senator Norris and all he 
stands for. Others voted “Yes” be- 
cause of their faith in him. The issue 
was further complicated by the pres- 
ence on the ballot of two other popu- 
larly initiated measures—repeal of the 
State prohibition amendment and the 
legalizing of pari-mutuel betting. It 
was widely rumored that the friends 
of repeal and pari-mutuel betting, 
to make sure that their followers 
would answer those questions in the 
affirmative, passed the word down the 
line to vote “Yes” in every case. Op- 
ponents of the amendment spoke 
sentimentally of the “wisdom of the 
fathers,’ and warned the people not 
to discard too quickly what time had 
tested. The followers of Senator 
Norris retorted with comparisons be- 
tween the ox-cart age and the era of 
the airplane, and pointed to the suc- 
cessful experience of the Canadian 
Provinces with single-chamber assem- 
blies. 
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Experience with a one-house Legis- 
lature is unlikely to bear out the most 
confident predictions of either side in 
the recent Nebraska controversy. Such 
devices as the direct primary, munic- 
ipal home rule, direct election of Sena- 
tors and the initiative and referendum 
have been on the whole less radical 
than conservatives feared and less 
effective than progressives hoped. In 
the heat of debate men are deluded 
into believing that what they urge is 
“fundamental”; when their “reform” 
is a reality they find that it fails to 
reach the heart of the problem. 

The case for a single-chamber Leg- 
islature must rest largely on other 
arguments than that it will help oust 
the “special interests.” It may, for 
example, be a better instrument for 
doing the work of the American States 
which tend to become only the admin- 
istrative units of a national system. 
Important decisions affecting personal 
and social security are becoming more 
and more national in scope. Even if 
there may be some reaction in the 
form of States’ rights agitation, the 
problem of the States will consist 
largely of fitting to their own peculiar 
needs the broad lines of a policy de- 
termined in Washington. 

Such a development means the pro- 
gressive scrapping of the familiar 
paraphernalia of debate and confer- 
ence, checks and balances, and all the 
rest of the traditional parliamentary 
machinery of a pre-industrial age. 
More and more State Legislatures will 
tend to become bodies concerned with 
questions to the solution of which old- 
time parliamentary democracy has 
little to contribute. Business and so- 
cial groups have developed the lobby 
as a flexible instrument with which to 
present their views to legislative 
bodies. The creation of a single-cham- 
ber Legislature is a belated example 
of a similar inventiveness in politics. 


















—————— 





OUNTRY after country has intro- 
duced a program of sickness in- 
surance, but none has ever abandoned 
it. In no nation have the political 
powers or the medical profession 
ever suggested a departure from the 
general principle, even if there is 
much to criticize in detail. Americans, 
profiting by European experience, 
should, however, be able to devise a 
program that might be intrinsically 
sounder and that would certainly be 
better adapted to our own conditions 
and our own psychology than any 
which might be imported bodily from 
abroad. 

So far as the personnel and re- 
sources for providing medical care 
are concerned there has been a strik- 
ing development in the United States 
during the past thirty years. Though 
the number of physicians has in- 
creased less rapidly than the popula- 
tion, the ratio.of dentists and hospital 
beds has grownefaster than the popu- 
lation; while the ratio of nurses to 
potential patients increased about 
ninefold between 1900 and 1920. Clinic 
service multiplied some twentyfold 
during the same period. 

In 1929 there were over 1,000,000 
people directly engaged in the pro- 
vision of medical care and the sale of 
medical commodities. We had in that 
year 142,000 practitioners with the 
degree of Doctor of Medicine, or one 
per 800 population. There were 62,400 


*The author of this article is Professor 
of Public Health in the Yale School of 
Medicine. He was chairman of the execu- 
tive committee of the Committee on the 
Costs of Medical Care. 
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dentists in active service, or one to 
about 1,700; 200,000 trained nurses, 
or one to about 600, and over 900,000 
hospital beds, or one bed to every 130 
persons. We were spending annually 
for all forms of medical care, includ- 
ing hospitals, physicians, dentists, 
nurses, pharmacists, cultists, drugs 
and medicines, $3,656,000,000, or 
about $30 a person. Of this sum 
$2,885,790,000 was paid by patients 
themselves, the rest by industry and 
governmental or privately supported 
social agencies. 

Dr. Roger Lee of Boston, in a study 
made for the Committee on the Costs 
of Medical Care, estimated the per- 
sonnel and facilities that would be 
needed for a complete system of medi- 
cal care for the American people. He 
believed that if all the preventive and 
curative care called for by modern 
standards of medicine and public 
health were provided there would be 
need for only 7 per cent more physi- 
cians and about 20 per cent more 
nurses than are available today. Hos- 
pital beds would have to be increased 
by about 60 per cent, chiefly for tuber- 
culosis and for mental and nervous 
diseases. The present supply of den- 
tists is inadequate and should be in- 
creased by at least 75 per cent. The 
Committee on the Costs of Medical 
Care estimated that all these in- 
creased facilities could be enjoyed 
under an efficient system of medical 
practice—and with increased compen- 
sation for the professional personnel— 
at an average annual cost of $36 a 
person. 

But it is not the presence of doctors 
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and nurses in a community that deter- 
mines good medical care; it is the 
extent to which their services are 
utilized. Are the doctors and dentists 
and nurses in the United States as 
professional groups actually render- 
ing the service they could? Are the 
people of the United States actually 
receiving the service they should? 
The most important single study 
of the Committee on the Costs of 
Medical Care was a survey of 9,000 
families, living in 130 communities in 
eighteen different States and repre- 
senting various economic levels. Each 
family was observed for a year and, 
through repeated visits by a public 
health nurse, full records were ob- 
tained of all the illnesses that oc- 
curred and of all the medical care 
that was received. The results—so 
far as a few typical items are con- 
cerned—are summarized in the table 
below and compared with the esti- 
mates for adequate medical care made 
by Dr. Lee and his group of experts. 


Days of hospital care—general hospitals.... 


MEDICAL CARE RECEIVED BY 9,000 FAMILIES CLASSIFIED IN INCOME 
GROUPS (EXPRESSED IN PERCENTAGES OF ESTIMATED IDEAL NEED) 
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ard. Special nursing care in hospi- 
tals was 69 per cent below standard, 
dental care 76 per cent and health ex- 
aminations 91 per cent. 

To illustrate what the “standards” 
mean and their essential reasonable- 
ness, let us consider dental care. Dr. 
Lee and his colleagues estimated that 
every person over three years of age 
should make at least one visit a year 
to a dentist. Yet the records showed 
less than one-quarter as many visits 
to dentists as there were people over 
three years of age in the 9,000 fami- 
lies. From a comparison of actual 
service with the potential service 
which doctors, dentists, hospitals and 
nurses might provide, it would seem 
that these persons and agencies are 
operating at about half their poten- 
tial efficiency. 

Clearly there is something wrong 
here. It is not that individual doc- 
tors and dentists and nurses are not 
striving to meet the needs of suffer- 
ing humanity. Though they are striv- 





-——-FAMILIES WITH INCOME OF-—. 

$10,000 
Under $1,200- $2,000- $3,000- $5,000- and 
$1,200 $2,000 $3,000 $5,000 $10,000 Over 


All 
Fam- 
ilies 


Physicians’ calls (home, office and clinic)... 42 34 36 41 49 64 84 


.. o4 67 48 55 44 61 87 


Hospitalized cases receiving special nursing 


care 
Dental care 
Health examinations 





The figures in the first column 
show that in spite of a supply of 
physicians theoretically adequate for 
nearly complete care, the actual con- 
tacts with physicians in home, office 
and clinic reached only 42 per cent 
of a desirable standard. Days of care 
in general hospitals alone—not in- 
cluding hospitals for tuberculosis and 
mental and nervous cases where there 
is a real lack of facilities—reached 
only 54 per cent of a desirable stand- 
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31 12 22 28 43 65 


.. 24 12 18 25 31 45 62 
io 9 7 7 9 13 25 














ing, only the most fortunate of them 
have full opportunity to give the ser- 
vice of which they are capable. What 
is the difficulty? Why do not the 
people who need service seek out the 
professional attendant who is waiting 
to help? 

The answer is in part “ignorance 
and carelessness,” but in much great- 
er part it is “economic inhibition,” as 
is made clear by an examination of 
the various columns of the preceding 
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table. These show that the families 
with incomes of $10,000 and over do 
receive approximately adequate medi- 
cal care except in the field of den- 
tistry and in that of health examina- 
tions. These prosperous families have 
more than five-sixths of the medical 
and hospital care, nearly two-thirds 
of the dental care and more than the 
special nursing care postulated by the 
Lee standards—a fact which again 
suggests the reasonableness of those 
standards. 

As we pass down the economic 
scale the proportion of medical care 
received grows progressively less. The 
decrease is consistent except in the 
case of hospital care, where the very 
poor (who occupy free ward beds) 
are better off than the middle levels. 
Only here is it even approximately 
true that “the very rich and the very 
poor receive good medical care.’”’ The 
two lower income groups (under 
$1,200 and between $1,200 and 
$2,000) made up in 1929 about half 
our population. Yet at this time, be- 
fore the depression, the lower half 
had only about one-third the medi- 
cal care, less than two-thirds the hos- 
pital care, less than one-seventh the 
dental care and less than one-fifth 
the special nursing care called for by 
reasonable standards of adequacy. 
Over 45 per cent of the individuals in 
these lower income groups never came 
into contact with a physician or a 
dentist during the twelve months of 
the survey. 

This economic barrier can by no 
means be regarded as due to exorbi- 
tant charges on the part of the pro- 
fessional personnel concerned. Even 
in 1929, at the peak of prosperity, the 
average net income of all physicians 
in the United States was only $5,300. 
Half of them had net incomes below 
$3,800 and one-third below $2,500. 
Nurses in private duty earned on the 
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average (including maintenance) less 
than $1,600 a year. These figures are 
ridiculously low in relation to the 
training required and the grave re- 
sponsibilities involved. Furthermore, 
as already pointed out, the total 
amount of money spent for all forms 
of medical care in the United States 
is by no means unreasonable. 

The difficulty is, of course, that the 
average figure of $30 is meaningless. 
In 1929 Americans, on the average, 
spent $30 for medical care, $14 for 
liquor, $13 for tobacco and $12 for 
confectionery, ice cream and soft 
drinks. The latter averages are some- 
what significant because the actual 
individual expenditure corresponds 
within reasonable limits to the aver- 
age. But with medical care this is 
not so. Sickness is an emergency; and, 
in a given year with a given family, 
experience departs very widely indeed 
from an average figure. 

Here are the facts as revealed by 
the studies of our 9,000 families: 16 
per cent of the families spent less 
than $10 during the year for all forms 
of medical care, and 46 per cent spent 
less than $40. At the other extreme, 
nearly 4 per cent of the families spent 
over $500 and 1 per cent of the fami- 
lies spent over $1,000. In general, and 
in all the various income groups, one 
family in every hundred spent more 
than one-quarter of its annual income 
for medical care during the course of 
the year. 

It is this hundredth family—the 
family which, in a given year, happens 
to be burdened with a severe illness— 
that is the heart of the whole prob- 
lem. Except at the top of the economic 
scale such a sudden strain cannot pos- 
sibly be met out of current income. 
Some families, as we have seen, go 
without care. Some resort to free care, 
placing a burden upon the generosity 
of the physician or the resources of 
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the community. Some pay their way— 
but at the cost of sacrifices which may 
hang over them for years. Since the 
physician, the dentist and the nurse 
must live, charges to those who do 
pay must inevitably and necessarily 
cover the time spent in caring for free 
patients or in enforced idleness as a 
result of the failure of many potential 
patients to seek care. As charges to 
the paying group rise, more and more 
families are forced into the neglected 
or the non-paying groups. 

The way to break this vicious circle 
seems obvious. Sickness is an emer- 
gency and the family that suffers 
severely in a given year is often un- 
able to meet that emergency. Now 
other emergency costs—those arising 
from fire, burglary, automobile acci- 
dents or death—are covered by insur- 
ance, by regular annual payments 
which can be met with relative ease 
and which avoid crushing burdens 
when a crisis occurs. This is the logi- 
cal way to deal with the emergency 
of illness. 

At present a family with an income 
of $10,000 or over can ordinarily meet 
even the emergency costs of illness. 
Such a family is today obtaining rea- 
sonably good medical care and is pay- 
ing for it. Below that level is a large 
section of the community which is un- 
able to pay the costs of serious illness 
and which goes without care or fails 
to pay for what it receives. Yet this 
great middle group could pay for all 
the care required if the cost were dis- 
tributed on an annual payment basis 
through a system of insurance. 

Further down the economic scale 
are families which could pay at least 
a part of the average cost of medical 
care, while at a still lower level are 
others which gain a bare subsistence 
or less. Here, the resources of the 


State or of the voluntary social agen- 
cies must be called into play. 
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We have come to recognize—in the- 
ory—the obligation to provide medi- 
cal care for those who cannot pay, 
but we do it in such a way that 
families below the $1,200 level actually 
fail to receive the care they need, 
With a comprehensive insurance 
scheme, supplemented at the lower 
economic levels by a dignified and 
regularized system of subsidy, doc- 
tors and dentists and nurses could be 
better paid than at present, hospitals 
better supported and reasonably ade- 
quate care provided for the whole 
population of the United States. The 
total cost need not be materially 
greater than the sum of $30 per per- 
son per year now being spent for 
grossly inadequate care. 

Arguments of this sort have in- 
duced practically all the nations of 
Western Europe to establish systems 
of sickness insurance. These systems 
differ in detail; but they all embody 
the same general principles. The in- 
dustrial worker below a certain in- 
come level must contribute a fixed 
weekly sum to an insurance fund, a 
contribution which is supplemented 
by others from the employer and from 
the State. When a worker is ill the 
fund provides a cash benefit for a 
part of his lost wages and for at 
least a portion of his medical care. 

In the United States the mis- 
take should be avoided of combin- 
ing medical benefits and cash bene- 
fits to cover wage loss. Both are de- 
sirable but the attempt to operate 
them under the same system has 
caused the most serious difficulties in 
the working of the European schemes. 
Secondly, we should seek through 
medical benefits a more complete cov- 
erage than in many European plans. 
Great Britain’s insurance law, for ex- 
ample, provides medical benefits 
which cover only home calls or office 
visits of a general practitioner. This 
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seems like insuring against only those 
risks which least need the protection 
of insurance. Treatment by special- 
ists and hospital care make up the 
most variable items in the medical 
bill. They constitute the grave emer- 
gencies of illness. 

Obviously such a plan involves 
changes in medical practice as well 
as in medical payment. If insurance 
fees are paid only to general prac- 
titioners in their offices nothing more 
adequate can be furnished in the way 
of service than that provided by the 
British panel system. If, on the other 
hand, complete protection is desired, 
we must deal with groups of prac- 
titioners, including specialists as well 
as general practitioners, dentists and 
nurses as well as physicians, and these 
groups must be affiliated with hos- 
pitals that can offer institutional care 
of bed cases. 

Group organization of practitioners 
and agencies has at least two other 
outstanding advantages. In the first 
place substantial economies are 
made possible. Individualistic medicine 
raises overhead costs since the pro- 
fessional and clerical equipment need- 
ed in each office involves wasteful 
duplicaticn; about 40 per cent of the 
average physician’s receipts are con- 
sumed in overhead. Under the present 
system of practice the time of the 
personnel is also wasted. The average 
physician, particularly in the years 
immediately following graduation, 
spends a large part of his time wait- 
ing for patients, while the older man, 
with unusual capacity in some par- 
ticular field, attends to routine func- 
tions which a younger man could per- 
form quite as well. 

Study by the Committee on the 
Costs of Medical Care clearly revealed 
the economies involved in organized 
as compared with unorganized medi- 
cal service. At Lead, S. D., the em- 
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ployes of the Homestake Mining Com- 
pany obtained for $71,000 medical 
service which at current local rates 
would have cost $175,000. Yet the 
incomes of the company physicians 
compared favorably with the earnings 
of private practitioners in the same 
area. 

Finally, it may be claimed that only 
through organized group practice can 
the quality of medical service be 
maintained at a reasonably high level. 
Those who know the kind of medical 
care received by persons on the lower 
and middle economic levels cannot ig: 
nore the seriousness of this problem. 
It is one that outside agencies cannot 
solve. Only the medical profession 
itself can safeguard the quality of 
medical service, and then only through 
some degree of group responsibility. 

How shall such groups be organ- 
ized? The Committee on Costs of 
Medical Care suggested that they be 
developed by the profession itself 
with the local hospital as a nucleus. 
Such a grouping might be carried so 
far that practically all the physicians, 
dentists and private duty nurses in a 
given community would be on the 
staff of one or other of its community 
hospitals. These groups would be or- 
ganized as our hospital staffs are or- 
ganized today under qualified heads, 
with all professional policies directed 
by the professional groups concerned. 

Complete preventive and curative 
care of all types, in home, office and 
hospital ward, could be offered for 
one fixed annual fee, the income of 
the group being used for the payment 
of salaries or divided in any other 
fashion which might be agreed upon. 
The majority of physicians on the 
staff would be general practitioners 
and the individual patient would 
choose his own physician among those 
available in the groups within his 
reach. 
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In order to attain such an ultimate 
ideal, the Committee on the Costs of 
Medical Care suggested that the in- 
auguration of radical plans for com- 
pulsory sickness insurance be delayed 
until the medical profession could ex- 
periment with group practice on a 
voluntary insurance basis. State leg- 
islation for compulsory insurance will 
ultimately be essential, but the power 
of the State can be limited to the 
purely financial aspects of the prob- 
lem. A few years’ delay would be 
amply rewarded if it made possible 
an insurance plan covering all the 
costs of illness, something that would 
depend upon the organization of phy- 
sicians to provide a comprehensive 
service. 

The more reactionary critics of the 
committee program have relied chiefly 
upon two arguments—or rather on 
two emotional appeals. The first of 
these is to the fear of “State medi- 
cine”; but, whether “State medicine” 
be a fearful thing or not, nothing 
could be much less like “State medi- 
cine” than the committee’s plan for 
organizing the medical profession by 
the profession itself around the nu- 
cleus of existing voluntary hospitals. 


A second appeal against almost any 
proposal to improve the present situa- 
tion urges the importance of preserv- 
ing the personal relationship between 
physician and patient. With this ideal 
the Committee on the Costs of Medi- 
cal Care was in complete sympathy. 
The first criterion for a satisfactory 
medical program laid down by the 
committee was that “the plan must 
safeguard the quality of medical ser- 
vice and preserve the essential per- 
sonal relation between patient and 
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physician.” But the fundamental ob- 
stacle to a satisfactory personal rela- 
tionship between physician and patient 
today is economic, and the only way 
to maintain such a relationship is to 
remove the obstacle through a system 
of fixed annual payments for medical 
service. In spite of appeals to con- 
servative prejudices, the medical pro- 
fession as a whole is seriously consid- 
ering these problems. In Michigan 
and California local and State medical 
societies have adopted specific plans 
for service on the basis of fixed annual 
payments. Most encouraging of all, 
however, is the preparation by the 
American Hospital Association of a 
detailed ‘‘Periodic Payment Plan for 
the Purchase of Hospital Care.” This 
plan covers only hospital costs (not 
the physician’s services) and in many 
places the rates charged have been 
too high to obtain wide support. But 
the principle is sound, and hospital 
insurance of this type is now available 
in sixteen States. If insurance cover- 
ing hospital costs alone becomes gen- 
eral, the next step would be the 
coverage of the medical costs of hos- 
pitalized illness, and ultimately the 
home and office costs would be 
brought into the general scheme. 

The course of discussion during the 
past two years has tended to strength- 
en the view that the effective utiliza- 
tion of the potential resources of 
modern medicine can be realized only 
by the application of the principles of 
group practice and group purchase. 
Shall these principles be applied under 
external lay pressure, as in Europe, 
or shall they be worked out by the 
medical profession? This is the real 
problem before both doctor and 
patient in the United States today. 
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Guess I better learn to like this stuff 
—The Sun, Baltimore 


The ‘‘Build Now’? movement 
—Arizona Republic, Phoenix 


in Cartoons 
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The spirit of ’34 
—Richmond Times-Dispatch 


Frontiers 
—St. Lowis Post-Dispatch 





G. H. Q., Army of Unemployed 
—Seattle Post-Intelligencer 


Another tough workout for the horse “Darker grows the valley’’ 
—St. Louis Globe-Democrat —St. Louis Post-Dispatch 
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Admiral? Against (Conversations after the naval holiday 
—Guerin Meschino, Milan 


‘‘Another race, 


whom ?’’ 
“The human race, madam’’ 
—Daily Herald, London 


Achievement in diplomacy 
—Sciuretz, Sofia 
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“You won’t bring me down with your toy spades’’ 
“P’raps not, Flandy, but what about the waves?’’ 
—Glasgow Bulletin 
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The French Mother Hubbard—and her lucky dog 
—Glasgow Record 





Don’t let the strings tangle, Marianne! 
A new naval ratio—2 to 1 —Kladderadatsch, Berlin 
—Philadelphia Inquirer 


British Dog—‘‘My missis may be old-fashioned and all that, but she does give me 
a run in the park occasionally’”’ 


—Glasgow Evening Times 
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A Month’s World History 


Chronology of Current Events 


Internationgl Affairs 


Oct. 23—Naval conversations among the 
United States, Great Britain and Japan 
begin in London (Page 453). 


Nov. 1—Signatories of Balkan Pact meet 
at Ankara (497). 


Nov. 7—Polish Sejm reaffirms Poland’s 
loyalty to French alliance. 


Nov. 22—Yugoslavia files charges with 
League against Hungary (456). 


Dec. 3—France and Germany sign agree- 
ment on Saar plebiscite (490). 


Dec. 5—Great Britain agrees to aid in 
policing the Saar during and immedi- 
ately after plebiscite (491). 


Dec, 6—France and the Soviet Union sign 
pact governing their diplomatic activ- 
ities. 

Dec. 10—League Council averts Yugoslav- 
Hungarian crisis (455). 


The United States 


Nov. 8—Senator Borah opens campaign to 
reorganize Republican party (466). 


Nov. 9—Borah demands investigation of 
administration of Federal relief (461). 


Nov. 10—The President appoints advisory 
council on economic security (459). 


Marriner S. Eccles appointed chair- 
man of Federal Reserve Board (462). 


Nov. 13—HOLC refuses further applica- 
tions for loans (462). 


Nov. 14—The President appoints group 
to coordinate all Federal loan agencies. 


Nov. 15—Josephine Roche appointed As- 
sistant Secretary of the Treasury. 
Federal inquiry into American Tele- 
phone and Telegraph Company is or- 
dered. 


Nov. 16—U. S. Chamber of Commerce 
pledges support to President Roosevelt 
(460). 

Francis B. Biddle appointed chairman 
of National Labor Board (465). 
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Nov. 18—AAA announces greater hog and 
corn production for 1935. 


Nov, 20—George N. Peek denounces re- 
striction of production and calls for new 
trade policies (464). 


Nov. 21—A. F. of L. rejects steel indus- 
try’s offer of labor truce 


Nov. 23—Samuel Insull and aides ac- 
quitted of Federal charges (461). 


Nov. 27—AAA announces reduced cotton 
acreage for 1935. 


Nov. 28—Harry L. Hopkins maps gigantic 
work-relief plan (463). 


Nov, 30—Thirty-six-hour week begun in 
5,000 cotton textile plants. 


Dec. 3—Supreme Court upholds compul- 
sory military training in land-grant col- 
leges. 


Latin America 


Nov. 11—Mexican Attorney General pre- 
fers charges against Catholic dignitaries 
(471). 

Nov. 16—United States refuses to associ- 
ate itself with League efforts to secure 
Chaco peace (474). 

Nov. 17—League’s proposals for Chaco 
peace made public (474). 


Paraguay captures Fort Ballivian 
(473). 

Nov. 19—Paraguay rejects League peace 
plan (474). 

Nov. 28—President Salamanca of Bolivia 
forced to resign (473). 

Nov. 30—Lazaro Cardenas inaugurated 
President of Mexico (470). 

Dec. 7—United States agrees to assist 
League commission to guarantee neu- 
trality after Bolivia and Paraguay sign 
an armistice. 


The British Empire 


Nov. 1—Western Australia petitions Brit- 
ish Government for privilege to secede 
from Australian Commonwealth. 

Nov. 7—United party wins in Southern 
Rhodesian elections (480). 
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Nov. 10—New Zealand Parliament ad- 
journs (480). 


Nov, 14—New Huggins Cabinet announced 
in Southern Rhodesia (480). 


Nov. 14-Dec. 10—General elections to In- 
dian Legislative Assembly (478). 


Nov. 16—British Betting and Lotteries 
Bill and Incitement to Disaffection Bill 
receive Royal Assent (479). 

Third session of British Parliament 
ends (479). 


De Valera re-elected president Fianna 
Fail party. 


Nov. 20—Northern [Ireland Parliament 
opens. 
Fourth session British Parliament 


opens (479). 

Nov. 21—India Joint Select Committee re- 
port published (476). 

Nov. 29—Southwest African Assembly 
votes to join with Union of South Africa 
(480). 

Dec. 4—Fianna Fail gains in Irish Free 
State Senate elections. 

Dec. 5—Fusion of Nationalist and South 
African parties goes into effect in Union 
of South Africa (480). 


France and Belgium 


Nov. 9—Pierre-Etienne Flandin forms 
‘‘truce’’ Cabinet in France (481). 

Nov. 18—Flandin Cabinet receives vote of 
confidence in French Chamber (481). 

De Broqueville Cabinet falls in Bel- 

gium (485). 

Nov. 20—Georges Theunis forms a Bel- 
gian Cabinet (485). 

Nov. 27—Flandin outlines French recov- 
ery program (481). 

Dec. 3—French Colonial Conference opens 
in Paris (483). 


Germany, Austria and Danzig 


Nov. 18—Local elections in Danzig indi- 
cate significant Nazi gains (490). 

Nov. 23—German Minister of Propaganda 
Goebbels declares government will not 
interfere further in Protestant church 
quarrel (488). 


Nov. 24—Hermann Rauschning, head of 
Danzig administration, is succeeded by 
Arthur Greisser (490). 

Nov. 30—New Austrian Diet assembles 
(491). 

Dec. 4—German Cabinet decree limits 
stock dividends (488). 

Dec. 5—Former Mayor Seitz of Vienna re- 
leased from prison (491). 

Dec. 6—Gottfried Feder, German Nazi 

economist, forced to retire. 


Nov. 12—Juikin, Chinese Communist cap- 
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Italy and Spain 


Oct. 30—Italy creates Wolf Balilla (494), 


Nov. 12—Mussolini opens General Assem- 
bly of Corporations (493), 


Nov. 17—Ricardo Samper and Diego Hi- 
dalgo resign from Spanish Cabinet (493), 


Czechoslovakia and Yugoslavia 


Nov. 10—Important groups petition Yugo- 
slav Regency for more liberal régime 
(498). 


Nov. 15—Yugoslavia begins to expel Hun- 
garians (498). 


Nov. 24-26—Czech and German students 
riot at University of Prague (497). 


Northern Europe 
Oct. 10—Finno-German clearance agree- 
ment comes into force (499). 


Oct. 15—Labor wins in Norwegian munic- 
ipal elections (500). 


Nov. 5—Anglo-Norwegian fisheries pact 
signed (500). 


Nov. 30—First stated meeting of Baltic 
Entente takes place. 


The Soviet Union 
Nov. 7—Seventeenth anniversary of Bol- 
shevist revolution. 


Nov. 20—Five doomed to death for sabo- 
tage of cotton-picking program. 


Nov. 22—Bread-card system ended (503). 


Nov. 30—Decree raises all salaries and 
wages 10 per cent (503). 


Dec, 1—S, M. Kirov assassinated (504). 
The Near and Middle East 


Oct. 30—League Commissioners arrive in 
British Guiana to investigate proposed 
Assyrian settlement area. 


Nov. 1—Grand National Assembly opens 
in Turkey. 


Nov. 3—Syrian Parliament prorogued by 
French High Commissioner (507). 

Nov. 9—Mixed Commission for exchange 
of Turkish and Greek populations com- 
pletes its labor (498). 

Nov. 12—Tewfik Pasha appointed Egyp- 
tian Premier (506). 


Nov. 19—Syrians demonstrate against 
French rule. 

Nov. 30—King Fuad abolishes Egyptian 
Constitution of 1930 and dissolves Par- 
liament (506). 


The Far East 


Oct. 27—King Prajadhipok of Siam asks 
to abdicate (551). 


















ital, captured by Nanking army (511). 

Nov. 14—Oil sales monopoly law promul- 
gated in Manchukuo (509). 

Nov. 21—Japanese Army officers accuse 
China of delaying execution of Tangku 
armistice terms. 

Nov. 24—British Government again pro- 
tests Manchukuoan oil sales monopoly. 
United States supports British posi- 
tion (509). 

Nov. 26—Japanese Finance Minister Sada- 

nobu Fujii resigns. Succeeded by Kore- 





attention in international affairs 
during November, it was undoubtedly 
London. There the naval conversa- 
tions of the United States, Great Brit- 
ain and Japan were going on. Thither 
came Herr von Ribbentrop, Hitler’s 
special commissioner for dealing with 
disarmament questions, to talk with 
Sir John Simon and Captain Anthony 
Eden. The British capital witnessed 
the two principal contributions to the 
discussion of armaments and interna- 
tional difficulties during the month— 
the magnificent speech of Jan Smuts 
on Nov. 12, which dealt largely with 
Japan, and the important debate in 
the Commons upon air defense and the 
German threat on Nov. 28. 

But the net consequences of all this, 
from a practical point of view, were 
nearly zero. The uneasiness excited by 
Germany and Japan has not been di- 
minished a whit. In Western Europe, 
and particularly Great Britain and 
France, it is the position of Germany 
that arouses the most concern; in the 


I. there was any principal centre of 


*This month Professor Nevins sends 
his survey of international affairs from 
London, where he delivered the Watson 
Foundations lectures under the auspices 
of the Sulgrave Manor Board. 


CHRONOLOGY OF CURRENT EVENTS 


Disturbers of the Peace 


By ALLAN NEVINS* 
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kiyo Takahashi (508). 

Nov. 27—Special session of Japanese Diet 
opens (508). 

Dec. 6—Japanese Cabinet suppresses op- 

position in Diet. 


Other Countries 


Nov. 17—Abyssinian mob attacks Italian 
Consulate at Gondar. Abyssinia sends 
note of regret to Italy and offers dam- 
ages (507). 





United States it is that of Japan. Rus- 
sia, between the two, is obviously fear- 
ful of both. The greatest present gain 
that could be made for world peace 
would be a clarification of their in- 
tentions and position, but there seems 
no prospect of any such advance. 

Both Germany and Japan are sus- 
pected by their neighbors of harbor- 
ing aggressive designs. Both have 
shown in recent years a signal disre- 
gard of treaty obligations and the 
opinion of the rest of the world. In 
both the government is in the hands 
of ruling groups which can and do act 
with alarming arbitrariness and even 
arrogance. It is not strange that both, 
in spite of their protests of peaceable 
intentions, are deeply mistrusted. So 
far as Japan goes, negotiations to fix 
her naval position have not yet really 
begun—only preliminary talks have 
been held—and the speech of Ambas- 
sador Saito during the month offered 
a faint glimmer of hope. But with Ger- 
many it is a question of reviving nego- 
tiations that now seem dead. 

How seriously the position of Ger- 
many disturbs all her neighbors was 
demonstrated by the dramatic debate 
in the British Parliament on air de- 
fenses as November closed. This de- 
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bate was provoked by Winston 
Churchill’s amendment, calling for 
larger air appropriations, to the re- 
ply to the speech from the throne. 
According to Mr. Churchill, Germany 
now has a powerful and well-equipped 
army, with an immense reserve of 
trained men; German munitions fac- 
tories are working “under practically 
war conditions,” and the Germans are 
increasing their air forces so rapidly 
that within a year they will be at least 
as strong as Britain’s and by the close 
of 1937 twice as strong. Mr. Churchill 
drew an appalling picture of the de- 
struction that a week of continuous 
air raiding might accomplish in Lon- 
don. “The decision of a handful of 
men—men of June 30—is all that is 
required to launch an attack upon us,” 
he added, “and only the shortest 
notice, or no notice at all, could be 
counted upon.” 

Stanley Baldwin’s reply to this was 
only half reassuring. He declared that 
there is no ground at the moment for 
undue alarm and no immediate men- 
ace. He assured England that its air 
defenses are sufficient. According to 
the best information he could obtain, 
Germany has between 600 and 1,000 
military airplanes (the French Air 
Minister thinks about 1,100); Great 
Britain, while possessing only about 
690 front-line machines, has so many 
more in her reserves that she pos- 
sesses an easy superiority. ‘“Ger- 
many’s real strength is not half of 
ours.” Moreover, the British program 
is such that she will keep easily ahead 
of Germany’s. Mr. Baldwin thinks that 
the German ground forces—her long- 
service army of 100,000 men is being 
converted into a short-service army 
of 300,000—are not yet menacing. But 
he spoke in the gravest terms of “the 
secrecy which enshrouds what is go- 
ing on in Germany,” the result of 
which was general apprehension. 
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Since Hitler came into power and 
the Reich withdrew from the disarma- 
ment conference, Mr. Baldwin admit- 
ted, conditions had gone from bad to 
worse all over Europe. Nations every- 
where had strengthened their de- 
fenses; the Little Entente had consoli- 
dated its ranks; Austria had drawn 
near to Italy and Russia to France. 
He spoke of the fact that recently, 
with armaments piling up, with Mus- 
solini making an alarmist speech upon 
the imminence of war, signs of fear 
had appeared even in Switzerland and 
Scandinavia. Hinting that Germany 
might end all this, Mr. Baldwin used 
words that were universally construed 
as an invitation to Germany for a re- 
newal of the discussion of arms 
equality and of disarmament. In this 
sense Lloyd George warmly supported 
it. But it awoke no hopeful echoes on 
the Continent. 

The reception of the speeches by 
Churchill, Baldwin and Lloyd George 
in Germany was not devoid of recrimi- 
nation. The Germans are willing to 
grant that Europe is in a jumpy con- 
dition, but they resent any attempt 
to place the sole responsibility for this 
upon their shoulders. The German 
press hastened to assert that the with- 
drawal of the Reich from Geneva can 
be blamed upon others. They attribute 
it largely to Sir John Simon’s un- 
happy speech at Geneva in October, 
1933, which closed the door to the 
practical attainment of the equality 
already largely promised Germany; 
and they state that it was then that 

the subsequent stubbornness of the 
French frustrated the efforts of the 
British, Italians and Germans to 
reach an agreement within the out- 
lines of the MacDonald plan—efforts 
which at the time of Captain Eden’s 
Continental tour promised full suc- 
cess. The Allgemeine Zeitung declared: 
“Tf England desires the return of Ger- 
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many to Geneva she must create the 
necessary pre-conditions.” 

Since French comment on the Com- 
mons debate showed complete hostil- 
ity to any fresh negotiations with Ger- 
many, Mr. Baldwin’s invitation will 
accomplish nothing. Before any dis- 
cussions can begin, according to Le 
Temps, the German representatives 
must return to Geneva. Herr von Rib- 
bentrop’s visit to the British Foreign 
Office on Nov. 13 had preceded the 
debate by about a fortnight. His chat 
with Sir John Simon was barren. 
Foreign Office spokesmen let it be 
known that while he had talked about 
disarmament he had said nothing 
whatever that counted for anything, 
the implication being that he had 
asked impossibly high terms for Ger- 
many’s return to Geneva. 

Apparently Europe must continue 
indefinitely on her present dark path. 
The Germans are insisting upon 
“equality” in more than the military 
sense; they intend in time to take up 
the question of the return of the colo- 
nies, and that of the demilitarized 
zone. Meanwhile, by illegal means, 
Germany is steadily moving toward 
actual equality in arms. The French 
will in the end gain nothing by their 
stubborn stand, and may lose a great 
deal. One of the most pernicious fea- 
tures of the present situation is pre- 
cisely that secrecy which Mr. Baldwin 
mentioned. Because of the mystery 
surrounding Germany’s rearmament 
the most exaggerated tales are cur- 
rent in outside countries, and in Ger- 
many the atmosphere is not very dif- 
ferent from that of wartime. 


JAPAN AND AMERICA 


Meanwhile, the unhappy deadlock 
in the naval discussions involving 
the United States, Great Britain and 
Japan continued. Throughout Novem- 
ber talks of naval experts and di- 
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plomatists upon the London and Wash- 
ington Treaties failed of the slightest 
result. The Washington Treaty of 
1922, which limits the great powers 
with respect to capital ships, aircraft 
carriers and the size of the largest 
cruisers, will go on indefinitely unless 
notice is given to terminate it. But it 
is well understood that Japan expects 
to serve notice of its abrogation, and 
at the end of November she made an 
unsuccessful attempt to obtain the 
support of France and Italy in taking 
this step. 

The London Treaty of 1930, which 
deals with cruisers in general, de- 
stroyers and submarines, will auto- 
matically expire at the end of 1936 
unless a new one can be negotiated in 
its place. Leaders in all three coun- 
tries announce publicly every few days 
that a breakdown of the system of 
naval limitation and the commence- 
ment of a naval race would be a great 
disaster. Sir John Simon told Parlia- 
ment on Nov. 22 that “the financial 
evils and the political evils” which 
would result would be most unfortu- 
nate. Foreign Minister Hirota made 
much the same statement to the Japa- 
nese Diet on Nov. 29. But the three 
countries as the month closed seemed 
to be drifting forward to precisely 
that result. 

Details of the stand of the three 
nations are withheld. But it is well 
known that Japan is wholly dissatis- 
fied with the ratio of 5:5:3, and de- 
sires to establish a new system, the 
general object of which would be to 
enable each power to build at will 
within a common upper limit repre- 
senting the total tonnage of all ships 
permitted. Various Japanese spokes- 
men have declared that they wish to 
make this common upper limit as low 
as possible. For example, Hiroshi 
Saito, the Japanese Ambassador to the 
United States, said in a speech at 
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Philadelphia on Nov. 23 that Japan 
was willing to abolish all offensive 
types of naval vessels and to reduce 
her total tonnage to one-half if equal- 
ity were only granted her. He insisted 
that the 5:5:3 ratio suggested a 
“moral superiority” on the part of 
Great Britain and America which was 
humiliating to Japan and quite with- 
out warrant. Foreign Minister Hirota, 
in the speech mentioned above, also 
said that “we desire to bring about 
thorough and drastic naval reduc- 
tion,” and that “we seek the drastic 
limitation of offensive arms.” 

For obvious reasons, these propos- 
als are unacceptable to Great Britain 
and the United States. It is true that 
a considerable body of American opin- 
‘ ion has responded warmly to Ambas- 
sador Saito’s speech. Senator Gerald 
Nye immediately followed it on Nov. 
24 with a speech in New York urging 
that the offer of the Japanese be ac- 
cepted. “If we are in good faith, we 
ought to meet them. If it’s a ‘dare,’ 
let’s take it. Certainly if Japan is will- 
ing to reduce her navy in exchange for 
parity I would be willing to give them 
parity.” Several journals have taken 
the same line. 

But officially the Roosevelt admin- 
istration is against the Japanese sug- 
gestion. Clearly, abolition of all offen- 
sive units would hopelessly cripple 
Great Britain and the United States, 
with their far-flung territorial depend- 
encies, while it would leave Japan the 
indisputable mistress of Far Eastern 
waters. Both Great Britain and the 
United States are willing to give 
Japan “equality of security.” That is 
her right, but it is far from meaning 
that all three fleets should be equal in 
size, for the vulnerability, responsibil- 
ities and resources of the three pow- 
ers differ. Sir John Simon indicated 
on Nov. 22 that the British Govern- 
ment will be adamant to the Japanese 
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proposals, and Washington certainly 
will continue so. France and Italy are 
as yet not keenly interested. 

There is evidence that some British 
and American leaders think that 
Japan is bluffing. Certainly she can- 
not continue her present demands 
without, as General Smuts’ speech 
showed, forcing the United States and 
the British Commonwealth of Nations 
to come together. For that matter, 
she is in no position, either financially 
or politically, to enter into a naval 
race with either power. The Roosevelt 
administration has shown that it is 
willing to spend money liberally upon 
a navy. If the Japanese denounce the 
Washington treaty at once, a naval] 
conference must nevertheless take 
place next year under the terms of 
that treaty, while the compact will re- 
main effective till 1936. In the interim 
Japan may well come to her senses. 

Great Britain and the United States, 
to be sure, are not in perfect agree- 
ment on naval matters. The British 
Government has apparently gone back 
to its demand of 1927 for seventy 
cruisers as against the fifty allowed by 
the London treaty, and Britain wishes 
to reduce the size of capital ships. The 
United States, on the other hand, de- 
sires to keep heavy capital ships of 
long cruising range to atone for her 
lack of naval bases and wants cruisers 
of 10,000 tons. But in regard to Ja- 
pan’s demand for equality, the two 
powers will certainly stand together. 

This cardinal fact may not always 
be clear from the actions or utterances 
of Sir John Simon, whose Far Eastern 
policy is now being heartily abused by 
the greater part of the British public. 
But it is certainly clear from the 
utterances of the British press. And 
General Smuts, speaking before the 
Royal Institute of International Af- 
fairs in London on Nov. 12, bore 
emphatic witness to it. “I would say,” 
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he said, “that to me the future policy 
and association of our great British 
Commonwealth lie more with the 
United States than with any other 
group in the world. If ever there 
comes a parting of the ways, if ever 
in the crises of the future we are 
called upon to make a choice, that, it 
seems to me, should be the company 
we should prefer to march with to the 
unknown future. On that path lie our 
past affiliations, our common moral 
outlook, our hopes and fears for the 
future of our common civilization.” 


THE EASTERN PACT 


Apart from the Yugoslav-Hunga- 
rian dispute, dealt with elsewhere, 
other recent events in the international 
sphere have been of minor importance. 

France, backed by Great Britain, 
still continues her blandishments of 
Poland in behalf of the “Eastern Lo- 
carno.” Her latest move was the 
delivery of a note to Colonel Beck, the 
Polish Foreign Minister, in Warsaw 
on Nov. 26 offering Poland several 
concessions. It is said on good author- 
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ity that if Poland will only enter the 
pact, France agrees that Poland need 
not assume any obligations with re- 
gard to Lithuania (Poland and Lithu- 
ania have not resumed diplomatic re- 
lations); that Poland need not guar- 
antee the integrity of Czechoslovakia, 
and that the Polish-German non-ag- 
gression agreement which was signed 
early this year may be included with- 
in the pact. Though the note was 
viewed with favor in Warsaw, it did 
not remove all the Polish objections. 
One of the chief of these is the fear 
that, under an Eastern Locarno signed 
by all the neighboring nations Russian 
or German troops might under certain 
eventualities cross Polish territory to 
fight. It is not yet clear that Warsaw 
intends to enter the Eastern Locarno 
or what France will do if she does not. 
There is much that civilization, as 
the year 1934 draws to a close, has to 
deplore; but if Germany and Japan— 
and above all Germany—can be 
brought into fuller harmony with the 
peace-loving nations of the world, the 
outlook may brighten rapidly. 


The Yugoslav War Scare 


By FREDERIC A. OGG 
Professor of Political Science, University of Wisconsin 


HE will to peace outweighed the 

will to war early in December 
when the League Council at Geneva 
took up the dangerous dispute be- 
tween Yugoslavia and Hungary. 
Whether the charges and counter- 
charges lodged with the League by 
these two countries in consequence of 
the Marseilles assassinations on Oct. 
9 would have led to war now seems to 
be an academic question. Yet for a 
few days in December the tension 


seemed close to the breaking point, 
and a catastrophe was apparently 
averted only when pressure exerted by 
the great powers forced through the 
Council at midnight on Dec. 10 a com- 
promise that resolved the crisis. 
Yugoslavia, after investigating the 
assassination of King Alexander and 
Louis Barthou, concluded that the 
crime had an international backing. 
Almost from the beginning, therefore, 
and despite the opposition of France, 
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it was proposed to carry the dispute 
to the League of Nations. Eventually 
the Yugoslav Government decided 
upon an appeal to the League Coun- 
cil, and on Nov. 22 the Yugoslav dele- 
gate at Geneva handed Secretary 
General Avenol a statement of the 
Yugoslav case. On the same day 
separate notes were delivered by 
Czechoslovakia and Rumania, the two 
other partners in the Little Entente, 
declaring that they associated them- 
selves with Yugoslavia. 

The finger of suspicion was pointed 
principally at Hungary. Weeks before 
Oct. 9, the Yugoslav Government had 
deposited with the League a mem- 
orandum tending to show that the 
Hungarian frontier was a base from 
which Croat and other Yugoslav ref- 
ugees habitually launched terrorist 
activities against the security and in- 
tegrity of Yugoslavia. This document 
was awaiting attention when the Mar- 
seilles assassinations gave the matter 
a new and startling importance. 

The memorandum, reviewing a long 
series of disturbing events, alleged 
that as far back as 1931 and 1932 a 
group of Yugoslav refugees, bent upon 
criminal activities and expelled from 
other States, found “a very large hos- 
pitality” on Hungarian soil. Led by 
a certain Gustav Percec, the band of 
thirty or forty established headquar- 
ters on a farm of Janka Pusta, with- 
in four miles of the frontier, and there 
enjoyed not only the “benevolent tol- 
erance” of the Hungarian authorities 
but, according to the memorandum, 
apparently their “active collabora- 
tion.” The farm was transformed into 
a depot of arms and munitions, whence 
terrorists, practiced in the use of 
bombs and infernal machines, repeat- 
edly crossed the border—sometimes 
on passports given them by Hunga- 
rian officials—to commit outrages on 
Yugoslav territory. 
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A lengthy list of the resulting out- 
rages was included; earlier correspon- 
dence of the two governments on the 
subject was reviewed; and the charge 
was voiced that in tolerating on its 
territory activities directed against the 
integrity and public order of the Yugo- 
slav State, the Hungarian Government 
had “failed in an indisputable interna- 
tional duty of every government, that 
is to say, the prevention by all the 
means in its power of such activity, 
directed against a neighboring State.” 
Having secured no relief or redress by 
direct appeal to Budapest, the Bel- 
grade authorities, it was asserted, had 
no alternative but to lay the situation 
before the Council of the League. 

With this memorandum already in 
the Secretariat’s files at Geneva, the 
Yugoslav Government made its fresh 
appeal of Nov. 22. “The assassina- 
tion [of King Alexander I],” said the 
new note, “was organized and ex- 
ecuted with the participation of those 
terrorist elements which have taken 
refuge in Hungary, and which have 
continued to enjoy the same con- 
nivance in that country as previously, 
and it was only thanks to this con- 
nivance that the odious Marseilles out- 
rage could have been perpetrated.” 
Evidence brought to light by Yugoslav 
police, it was asserted, had changed 
grief to popular resentment, and only 
faith in the League had kept the coun- 
try calm. The time has come when it 
is “absolutely necessary that the re- 
sponsibilities incurred should be de- 
nounced before the highest organ of 
the international community, since 
there can be no greater danger to in- 
ternational peace and good relations 
than a people’s repressed feeling that 
it has been the victim, in the person 
of its heroic chief, of criminal acts, 
and that those responsible for those 
acts may escape their just punish- 
ment.” 
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Though couched for the most part 
jn general terms, the note really nar- 
rowed the issue to Hungary, the facili- 
ties and protection enjoyed by crimi- 
nals on the soil of that country being 
characterized as “hardly credible.” 
All three notes closed with a state- 
ment that in view of the gravity of 
the situation the three governments 
found themselves obliged to bring it 
before the Council under Article XI, 
Paragraph 2, of the covenant of the 
League. 

The Hungarian reaction was prompt 
and spirited. Declaring that his gov- 
ernment was not surprised by the 
Yugoslav note, Premier Goemboes 


professed to see in it “only a continua- 
tion of the malicious anti-Hungarian 
press campaign” and declared that 
Yugoslavia and her associates, ‘“‘confi- 
dent of their military superiority,” 
were imperiling the peace of Europe. 
Italy and Austria also came within 


the orbit of Yugoslav suspicion, and 
when, on Nov. 24, the Hungarian Gov- 
ernment dispatched a note to the 
League, its representations were un- 
derstood to have the full backing of 
those two powers. Premier Goemboes, 
indeed, flew to Vienna to discuss the 
matter with Chancellor Schuschnigg 
and Foreign Minister Berger-Walde- 
negg. 

The Hungarian note handed to Sec- 
retary-General Avenol complained 
that since the crime of Marseilles 
Hungary had been “the victim of a 
violent campaign and of the most 
far-fetched accusations,” creating a 
political atmosphere ‘‘not only full of 
serious dangers for the ordinary re- 
lations between certain States in Eu- 
rope, but affecting even the peace of 
the world.” This tension had been fur- 
ther deepened by the recent notes of 
Yugoslavia and her allies. “It is, in- 
deed, no exaggeration to assert,” the 
note added, “that if this situation con- 
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tinues and if Hungary and the Hun- 
garian Government and its authorities 
are to go on being exposed to the vari- 
ous indictments and calumnious decla- 
rations to which they have been sub- 
jected for several weeks, serious con- 
sequences might ensue for peace, the 
preservation of which is the most im- 
portant task of the League.” 

Referring to the fact that Yugo- 
slavia had invoked Article XI, Para- 
graph 2, of the covenant, the Hun- 
garian appeal went on to invoke also 
Article IV, Paragraph 4, empowering 
the League to deal with any question 
affecting the peace of the world. Fi- 
nally, it requested that in order to 
secure the proposed investigation with 
all possible promptness, the matter be 
placed on the agenda of the extraor- 
dinary session of the Council then in 
progress. But consideration was post- 
poned for a fortnight. 

Meanwhile emotional elements were 
injected into this explosive situation 
by rumors of armed preparations and 
border forays and particularly by the 
expulsion of large numbers of Hun- 
garians residing in Yugoslavia. These 
expulsions, carried out in many in- 
stances with unnecessary haste, gave 
rise to the now familiar types of 
atrocity stories. 

In such an atmosphere on Dec. 7 the 
League Council opened its hearing on 
the Yugoslav appeal against Hungary 
for alleged complicity in the assas- 
sination of King Alexander. During a 
heated debate between representatives 
of the Little Entente and of Hungary, 
the spectre of revisionism was ever 
present. Both M. Jeftitch, the Yugo- 
slav delegate, and Eduard Benes, the 
Czechoslovak Foreign Minister, spoke 
of threats to the territorial integrity 
of the Succession States. M. Benes 
declared that if these threats were 
translated into action war would cer- 
tainly come. Tibor Eckhardt, speaking 
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for Hungary, denied the allegations of 
the Little Entente and described the 
expulsions from Yugoslavia as “cruel 
measures” which had “aroused in- 
dignation hard for the Hungarian na- 
tion to restrain.” 

On the following day Great Britain 
and France sought to soothe the ruf- 
fled feelings of the contestants, while 
Italy in a temperate fashion cham- 
pioned Hungary and the cause of treaty 
revision. Maxim Litvinov, the Soviet 
representative, denounced all ter- 
rorism, as did Pierre Laval, who out- 
lined a convention to restrain ter- 
rorist activities. But as M. Laval had 
declared frankly that “France in this 
grave debate is on Yugoslavia’s side,” 
many observers feared that the powers 
were lining up for a future conflict in 
which France and the Little Entente 
would be opposed to Italy, Hungary 
and the other nations within the 
Italian orbit. 

This fear had some foundation, since 
there was the possibility that while 
the diplomats were scurrying about at 
Geneva some reckless act on the 
Yugoslav-Hungarian frontier would 
precipitate war. Internal tension in 
the two countries, it was also believed, 
would not permit long delay at 
Geneva. Meanwhile Yugoslav treat- 
ment of Hungarian residents was 
alienating popular sympathy for the 
nation that still mourned its king. 

A formula to end the dispute was 
drafted in the early morning hours of 
Dec. 10 and adopted unanimously at a 
night meeting of the Council that 
same day. Adoption followed speeches 
from the three Little Entente dele- 
gates and from the representative of 
Hungary. While M. Benes and M. 
Titulescu made veiled threats of war, 
M. Jeftitch was more moderate. M. 
Eckhardt, appealing for Hungary, de- 
clared that for sixteen years the 
Danubian States had known no “ver- 
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itable peace.” In his speech, though 
for the most part it was temperate 
and conciliatory, he warned M. Benes: 
“If you lead us to hell you will have 
to come with us.” 

With speech-making out of the way, 
the members of the Council were 
ready to vote for the resolution which 
declared that “certain Hungarian 
authorities may have assumed, at any 
rate through negligence, certain re- 
sponsibilities relative to acts having 
connection with the preparation of the 
Marseilles crime.” Hungary, further- 
more, was asked “to take at once ap- 
propriate punitive action in the case 
of any of its authorities whose cul- 
pability may have been established.” 
The resolution then provided for the 
creation of a committee of experts to 
draft a convention for the “repression 
of conspiracies or crimes committed 
with political or terrorist purpose.” 

Unquestionably the Little Entente 
gained most from the Council’s settle- 
ment of the Yugoslav-Hungarian quar- 
rel. Yet Hungary had conducted her- 
self with a good deal of dignity and 
had escaped direct conviction of com- 
plicity with the Marseilles crime. In 
addition, punishment of the guilty 
Hungarian officials was left to “the 
good-will of the Hungarian Govern- 
ment.” Yugoslavia, as a result of the 
Council’s resolution and the pleasing 
characterization of the murdered mon- 
arch as “the knightly King Alexander 
I of Yugoslavia, the unifier,” left 
Geneva with increased prestige. 
Meanwhile the expulsion of Hun- 
garians from Yugoslavia had been 
halted. But the spectre of revisionism 
had not been laid, nor had the group- 
ing of the European powers been al- 
tered. Perhaps, as the Portuguese 
President of the Council said, the 
League had been the real victor in the 
quarrel, And war for the moment had 
been avoided. 


America Twists and Turns 


By CHARLES A. BEARD 


HE great kaleidoscope of American 
7 culture has revolved upon its axis 
for another month without bringing 
into being any new configurations of 
interests, ideas and Presidential ac- 
tions. Confusion and uncertainty con- 
tinued to reign as in the preceding 
month. Officials in the administration 
made speeches and emitted statements 
carrying contradictory implications. 
Lower Federal courts declared uncon- 
stitutional certain features of the re- 
covery program, but the Supreme 
Court made no major decisions in this 
field. President Roosevelt issued no 
fundamental decrees under the blanket 
authority conferred upon him by Con- 
gress and gave no definite clues to 
the measures and policies to be laid 
before the coming session—on the as- 
sumption, no doubt, that many things 
could happen before the opening day. 
Such gestures as he made to the Left 
were countered by gestures to the 
Right. On the whole it was a month 
of counseling and advising and wait- 
ing. 

The consultative character of the 
administration was re-emphasized, 
moreover, by the addition of two new 
“advisory” committees to the old tan- 
gle of boards and commissions. The 
first was attached to the Committee 
on Economic Security already engaged 
on a legislative program. It consisted 
of Frank P. Graham, president of the 
University of North Carolina; Paul 
Kellogg, Josephine Roche, Grace Ab- 
bott and other social workers and so- 
cial philosophers, representatives of 
trade unionism of the orthodox type, 
and business leaders, such as Gerard 


Swope, Sam Lewisohn and Walter R. 
Teagle. The second new committee, 
named by Secretary Perkins about the 
same time, was an advisory medical 
committee charged with assisting the 
Committee on Economic Security in its 
study of the “economic problems aris- 
ing out of illness in families of the 
low income group.” In short, it seems 
that the Brain Trust has been enlarged 
to a kind of national cartel including 
outstanding social workers, business 
leaders, and spokesmen of organized 
labor. Nearly every one in the country 
regarded as competent to advise the 
administration or make trouble for it 
appears to have been drawn into the 
maelstrom of talking and planning in 
Washington. What will emerge from 
this multiplicity of counsels before 
Congress calls for specific recom- 
mendations when it assembles in Janu- 
ary is among the veiled mysteries of 
the hour. 

Nevertheless, there was a little lift- 
ing of the mist after the November 
election. The National Association of 
Manufacturers, it is true, renewed its 
old stand at its December meeting. It 
demanded a balanced budget, a return 
to the gold standard, a general sales 
tax, abolition of government compe- 
tition with industry, a relaxing of 
government control over economy, 
freedom of contract in labor relations, 
private control over banking, securi- 
ties and credit, and the relief of dis- 
tress by measures in keeping with 
such a program. But there was a note- 
worthy rapprochement between the ad- 
ministration on the one side and busi- 
ness and banking on the other. The 
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election made it clear to many leaders 
in business enterprise that they had 
nothing to hope from Republican op- 
position and direction, and that they 
had to reckon with President Roose- 
velt whether they liked him or not. 
Evidently cries of “regimentation” 
and “back to the Constitution” had 
failed to rally a majority of voters 
against the recovery program and of- 
fered no guidance to men who take 
a practical view of the problem of 
running the country. 

The new orientation appeared when 
the board of directors of the United 
States Chamber of Commerce held its 
first meeting after the election, on 
Nov. 16. It was then made known that 
a “liberal” group in the board was 
working for cooperation with Presi- 
dent Roosevelt, to the end that he 
might be placed “in a more secure 
position to deal with the left wing of 
Congress.” Leaders in this liberal 
movement in the Chamber of Com- 


merce urged that the election had 
“demonstrated the probability that 
business would have to deal with the 
present administration for the next 


” 


six years,” and called upon their or- 
ganization to adopt “a more friendly 
attitude toward the administration.” 
Such assistance, however, was not to 
be without price. 

In due course the strategy of the 
“liberals” on the Chamber’s board of 
directors was revealed. It included two 
major operations. The first was a 
series of conferences between business 
executives and the President. Day 
after day the press announced the ap- 
pearance of distinguished men of af- 
fairs at the White House—Lewis 
Brown of the Johns-Manville Corpora- 
tion and Howard Heinz of the H. J. 
Heinz Company, for example. Mean- 
time, according to persistent rumors 
and reports in financial columns, Ray- 
mond Moley was “rounding up” finan- 
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cial and industrial leaders for co- 
operation with the government. The 
second element of the strategy adopt- 
ed by the “liberals” in the Chamber 
of Commerce was a drive to split the 
administration itself by supporting 
one wing of the President’s official 
family and undermining the other. 
The “conservative” wing was sup- 
posed to include Secretaries Hull, Mor- 
genthau and Roper, Jesse Jones of 
RFC, James A. Moffett, Housing Ad- 
ministrator; Donald Richberg of the 
NRA and National Emergency Coun- 
cil; Senator Joseph Robinson and Ray- 
mond Moley. On the other side, the 
“radicals” were slated: Secretary 
Ickes, Secretary Perkins, Harry L. 
Hopkins, Relief Administrator, and 
Rexford G. Tugwell. 

Through the news of November and 
December the meaning of this line-up 
in the strategy of the Chamber of 
Commerce became more and more ap- 
parent. The “conservatives” in the ad- 
ministration were in favor of curtail- 
ing Federal expenditures, slowing 
down outlays likely to compete with 
profitable business activities, accept- 
ing the New Deal as closed, leaving 
the burden of recovery and employ- 
ment to business, and stopping further 
tinkering with the currency. The “rad- 
icals” in the administration, on the 
other hand, represented more Federal 
spending, increasing debts and taxes, 
new public works projects, additional 
relief devices, public housing schemes 
for the benefit of low-paid workers 
unable to rent decent shelter from or- 
dinary landlords and an extension of 
social insurance over wide areas of 
poverty and misfortune, including 
medical treatment as a public service. 

Besides being marked for their 
ideas, the “radicals” were ranked 
among the most outspoken and active 
personalities in the administration. 
For this classification there was also 
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continuing warrant. Harry L. Hop- 
kins had acquired the habit of punc- 
turing roseate views of returning pros- 
perity by making periodical announce- 
ments in merciless statistics showing 
the number of unemployed and fam- 
ilies on relief. It was his fashion to 
mince no words. When Senator Borah 
charged the Relief Administration with 
wasting millions of dollars, especially 
for political “overhead,” Mr. Hopkins 
welcomed an investigation and came 
back with more figures on the number 
looking to the Federal Government for 
defense against hunger and cold. If 
criticized for feeding the families of 
strikers, he retorted that “hunger was 
not debatable.” When real estate in- 
terests assailed Secretary Ickes for 
competing with landlords and private 
builders, he responded by pointing to 
miserable housing conditions in the 
country and by declaring that millions 
of workers low in the wage scale simply 
could not pay rents large enough to 
cover the customary charges of prop- 
erty owners. When President Roose- 
velt’s address on security was inter- 
preted to mean that he had whittled 
his social program down to a very 
modest form of unemployment insur- 
ance, Secretary Perkins replied that 
she placed no such narrow interpreta- 
tion on his policies. In such circum- 
stances, there was good reason for 
putting these three officials among 
the probable disturbers of the contem- 
plated truce between business and the 
government. 

In the alignment for the proposed 
truce one branch of business occupied 
an anomolous position, namely, the 
public utility interests. Whether the 
United States Chamber of Commerce 
could carry them along in its program 
of cooperation with the Roosevelt ad- 
ministration remained uncertain. They 
had long been under fire—in the 
courts, in the Insull case at Chicago 
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and in the Federal Trade Commis- 
sion. Although Insull and his col- 
leagues were declared not guilty, 
amid a burst of tears and laughter, 
utility interests in general could find 
little consolation in that outcome. In- 
sull was innocent in the eyes of the 
law but investors had lost millions 
under his system of management, fin- 
ance and accounting. Moreover, about 
the same time Frank P. Walsh, chair- 
man of the New York Power Author- 
ity, released a report, based on elabo- 
rate studies, purporting to show that 
the rates of utility concerns could be 
substantially lowered and yet leave 
them a 6 per cent profit ‘“‘on all useful 
fixed capital and provide for an addi- 
tional 514 per cent on such capital in 
depreciation and taxes.” Shorty after- 
ward, the Federal Trade Commission 
began issuing the final summaries of 
its long inquiries into the propaganda 
methods of the utilities, especially 
those of the National Electric Light 
Association. 

Even worse from the standpoint of 
the utilities were the Federal Gov- 
ernment’s practical operations. It 
was constructing new plants of its 
own in the Tennessee Valley, at Grand 
Coulee and at Bonneville. It was lend- 
ing money to municipalities and thus 
permitting them to build public plants 
or to drive down private rates by 
threats. Beyond all these things 
loomed the possibilities of the St. 
Lawrence waterway. From the White 
House came no signs of retreat, and 
Secretary Ickes kept grinding away on 
PWA loans to cities. 

Alarmed by these developments and 
assuming, perhaps rightly, that the 
revelations of the Federal Trade Com- 
mission would be quickly forgotten, 
the Edison Institute, successor in in- 
terest to the National Electric Light 
Association, launched late in Novem- 
ber a determined attack on the ad- 
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ministration’s utility program. It as- 
sailed public competition with private 
enterprise, especially the “yardsticks” 
sanctioned by President Roosevelt for 
measuring the costs of producing and 
distributing electricity. It particularly 
criticized PWA loans to municipalities 
for developing additional competition. 
This was evidently a sore point, for, 
if an agency of the Federal Govern- 
ment could force rates down by 
threats of loans to local authorities, 
the tedious and expensive methods of 
court litigation could be dispensed 
with in a new frontal assault on 
utility valuations, rates and practices. 

Besides giving attention to the eco- 
nomic aspects of the utility business, 
the Edison Institute announced that 
it would seek effective protection 
against government intervention by 
resorting to the Constitution of the 
United States. In this connection it 
reported that it had secured expert 
opinions on the subject from two great 
constitutional lawyers—Newton D. 
Baker and James M. Beck—and that 
according to these distinguished spe- 
cialists the Roosevelt administra- 
tion’s utility program was unconsti- 
tutional. 

On his part President Roosevelt re- 
fused to allow the intrusion of the 
Edison Institute into public affairs to 
interfere with friendly greetings to 
the overtures from “liberals” in the 
Chamber of Commerce. He expressed 
a desire to see private industry relieve 
the government of unemployment bur- 
dens and welcomed the counsels of 
business leaders. He gave them sub- 
stantial encouragement by instructing 
the HOLC to stop lending money on 
mortgages after exhausting the grant 
of $3,000,000,000 and announced that 
no additional grants would be re- 
quested from Congress. He also gave 
cheer to exporters and importers by 
relaxing some restraints on the ex- 
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port of currency. These acts seemed 
to imply that the government in- 
tended to withdraw from the business 
of mortgage financing, restore bank- 
ers to their old primacy in that sphere 
and break down “barriers” to foreign 
trade—the great hope of a certain 
school of economists. 

Yet the President did not go en- 
tirely over to the side of the “con- 
servatives” in his official family and 
their “liberal” supporters in the 
Chamber of Commerce. He seemed to 
say: “I should be happy if private busi- 
ness could take the unemployed off 
our hands, but how can I be sure that 
it can and will if I accept its pro- 
gram?” He might have need for his 
“radicals” after all. In any event, he 
invited Senator La Follette to the 
White House for lunch and allowed 
him to depart as happy as Upton Sin- 
clair from his interview last Autumn. 
Almost at the same moment he ap- 
pointed as Governor of the Federal 
Reserve Board Marriner §8. Eccles, 
who had been called by an expert in 
American politics ‘the most liberal- 
minded banker in America.” Certainly 
Mr. Eccles had said strong things 
about the failures of capitalism and 
had agreed with Mr. Ickes and Mr. 
Hopkins on the desirability of extend- 
ing public works and public relief. 

While President Roosevelt was 
keeping his balance in the “truce he- 
tween business and the administra- 
tion,” one of the “radicals” marked 
for elimination, Mr. Hopkins, an- 
nounced to the press his determina- 
tion to extend the productive opera- 
tions already carried on by the 
unemployed in FERA shops. Such 
operations included the manufacture 
of shoes, clothing, bedding, lumber, 
brick, leather and other commodities 
by the unemployed for their own use. 
The extension proposed by Mr. Hop- 
kins was designed to reduce the 
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amount poured out for relief, to give 
work to thousands sinking into moral 
decay through enforced idleness, and 
to create a new demand for raw ma- 
terials. Obviously it was a form of 
competition with private business. It 
threatened to curtail the relief funds 
on which local merchants relied heav- 
ily. And it savored of Upton Sinclair’s 
EPIC plan for California, which had 
awakened a kind of hysteria in con- 
servative circles. So considered, Mr. 
Hopkins’s plan looked like an attack 
on “sound business practices” and 
afforded one more reason to pri- 
vate enterprise for attempting to 
put him out of the administrative 
picture. 

Undismayed by criticism of his poli- 
cies, Mr. Hopkins broke into first page 
news late in November with a new 
project for attacking unemployment. 
This scheme included the creation of a 
Federal Relief Works Corporation 
with $8,000,000,000 or $9,000,000,000 
to serve as a revolving fund. It con- 
templated a speedy return of the “un- 
employable” to State and local author- 
ities, a unification of recovery agencies, 
an extension of subsistence homestead 
operations on a large scale, and the 
construction of houses for “the ac- 
commodation of wage-workers unable 
to afford rents in commercially pro- 
duced houses.” In substance, Mr. Hop- 
kins’s program was based on the 
assumption that private industry 
could not provide employment for mil- 
lions now idle and that fundamental 
changes in American ecouiomy could 
not be avoided. The publication of this 
project was regarded as a “bombshell” 
in the camp of private enterprise, and 
even.as a challenge to Secretary Ickes, 
who was advocating on his own 
part a huge housing program fin- 
anced by Federal funds at a low rate 
of interest. 


In commenting on it President 
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Roosevelt said that he had “deter- 
mined upon a policy of Federal help 
to those whose financial condition 
made it impossible to build their own 
homes.” This partial committal was 
treated as a verdict in favor of Mr. 
Moffett’s plan for avoiding competi- 
tion with private interests in the field 
of housing construction. But at the 
same time the President let it be 
known that specifications for Con- 
gressional consideration had not yet 
been settled. 

Uncertainty as to the direction of 
the wind was likewise revealed by a 
“straw poll’ of the new Congress, 
taken by The Associated Press in No- 
vember. There was a clear majority 
for NRA (revised), PWA expansion, 
old age pensions and the New Deal in 
general. There was a majority against 
an immediate balancing of the bud- 
get. On AAA relief extension, Sec- 
tion 7a, the cash bonus, the thirty- 
hour week and unemployment insur- 
ance the majority was either opposed 
or non-committal. Indeed the propor- 
tion of members registered as non- 
committal was strikingly large on 
every issue except that of the New 
Deal in general. Assuming that this 
poll is fairly representative, then the 
trajectory of the coming Congress 
cannot be plotted now. Should busi- 
ness continue to limp along at the 
present level of performance without 
any drastic turn downward, it is prob- 
able that positive decisions on all 
the issues set by the United States 
Chamber of Commerce will be post- 
poned. An upward shoot in business 
would doubtless settle most of them 
automatically. 

The prospects for a “full economic 
recovery” through stabilization of the 
New Deal along the lines proposed by 
the “liberals” in the United States 
Chamber of Commerce were far from 
encouraging. Statistical studies indi- 
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cated that a restoration of productive 
output to the level of 1929 would still 
leave 3,000,000 or 4,000,000 workers 
unemployed, and President Roosevelt 
declared publicly on Sept. 30 that 
he could not accept any such concep- 
tion of economy. The idea of millions 
permanently unemployed and subsist- 
ing on doles of some type, he assert- 
ed, was utterly repugnant to him. 
Thus stabilization of industry and ag- 
riculture at a low level of performance 
as contemplated by the “truce” be- 
tween the government and business 
encountered an immediate contradic- 
tion. 

At this point news from Washing- 
ton reported a revival in certain cir- 
cles of the idea of starting industry 
full tilt by a government guarantee of 
sales, if not profits. When NRA was 
originally on the carpet, sponsors of 
such a theory opposed the curtailment 
of production as contemplated by the 
act and demanded then another type 
of government intervention calculated 
to release the productive powers of 
industry instead of balancing and 
curtailing them. These sponsors in 
Congress, in the administration and 
among economists reappeared on the 
scene in November and advocated a 
new course for NRA. They contended 
that, if industry were started at a 
high tempo on a government guar- 
antee, the goods produced and the 
wages paid would immediately stim- 
ulate the circulation of wealth and 
make the costs to the Federal Gov- 
ernment far lower than the costs of 
“priming the pump” through expen- 
sive public works projects. 

At all events the idea of adjusting 
production to the present low level of 
effective buying power, as contem- 
plated by the stabilization of the New 
Deal, has critics and opponents in 
business and in the administration. 
There are evidences that it will be 
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sharply challenged in the coming Con- 
gress and, if the present set-up of 
NRA is the whole program, then con- 
servatives will be laid open to whole- 
sale attack. 

In the field of foreign commerce, so 
continuously neglected in previous 
projects for recovery, appeared a con- 
flict as deep as that raging in the 
sphere of unemployment relief. It, too, 
was represented in the divided ad- 
ministration. On the one side Secre- 
tary Hull has pursued a policy based 
on the assumption that quotas, li- 
censes, high tariffs, bounties and a 
managed foreign trade in general are 
temporary aberrations due to obscure 
causes which may be removed. He has 
operated on the theory that a lower- 
ing of “trade barriers” would find en- 
larged outlets for the so-called “sur- 
pluses” of American industry and 
agriculture and has sought to break 
through legal barriers by extending 
trade agreements under the Recipro- 
cal Tariff Act. His position was 
strengthened in November by the re- 
port of the unofficial Commission of 
Inquiry into National Policy in Inter- 
national Economic Relations, released 
late in November. Although an inde- 
pendent body, its research director, 
Alvin H. Hansen, had been transferred 
to the State Department and its chair- 
man, Robert M. Hutchins, was sched- 
uled for an important post in Presi- 
dent Roosevelt’s official family. Thus 
an old hope was re-emphasized: One 
way to prosperity, perhaps the best, 
lies in “lowering trade barriers” and 
“promoting” foreign trade. 

While the State Department has 
been operating, more or less, on this 
philosophy of economy, George N. 
Peek, in charge of Export-Import 
Bank business, has been proceeding 
on another assumption. He has ac- 
cepted quotas, licenses, tariffs, prohi- 
bitions and managed trade as some- 
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thing real and permanent, rather than 
as transitory “aberrations.” He has 
been urging a recognition of these 
prutal facts and the deliberate adop- 
tion of a policy of trade promotion and 
adjustment based on the theory of 
managed trade. Although he has made 
little practical headway with projects 
for government loans as a means of 
pushing American goods through the 
barriers of the various national econ- 
omies, he has kept pressing his pro- 
gram upon the administration and 
the public, to the evident displeasure 
of the State Department. Whatever 
may be the outcome, here is another 
contradiction in the system of the 
New Deal, which cannot be glossed 
over by mere geniality and phrase- 
ology. 

In November President Roosevelt 
handed a consolation prize to Secre- 
tary Hull and his school by a blanket 
order authorizing transactions in for- 
eign exchange, transfers of credits 


and exports of currency, other than 
gold certificates, but including silver 
coins. This was hailed as marking the 
beginning of a return to “normal” in- 
ternational exchange conditions and 
was treated as a concession to busi- 


ness in the arrangement of the 
“truce.” But apart from the conve- 
niences assured to the export-import 
business, the decree made little appre- 
ciable difference in the inflow and out- 
flow of goods. At the same time ef- 
forts were continued to make a debt 
adjustment with Soviet Russia which 
might allow some scope for Mr. 
Peek’s projects for financing foreign 
trade. 

In respect of judicial actions a few 
items are to be reported. In November 
the litigation division of NRA an- 
nounced that between Sept. 15 and 
Nov. 1 it had won all except six of its 
seventy-six cases before the courts. 
Its confidence was not marred by the 
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fact that in several instances Federal 
district judges had held large sections 
of the recovery program unconstitu- 
tional. Although the Supreme Court 
did not speak on any of the major 
issues, it confirmed, in the New York 
milk control suit, principles already 
laid down in the Minnesota morato- 
rium and New York milk cases. Speak- 
ing for the court, Justice Cardozo as- 
sumed that the police power was wide 
enough to cover the designation of 
minimum prices in the milk industry, 
affected with “public interest,” and 
declared that the Fourteenth Amend- 
ment did not protect a business 
against the hazards of competition. 
Justice Sutherland concurred in the 
ruling of the court. Meanwhile law- 
yers all over the country have been 
writing learned articles showing how 
and why judicial opinion must go one 
way or another, thus aiding the print- 
ing industry at least. 

Touching that part of the recovery 
program which bears upon organized 
labor, there were few arresting inci- 
dents during the month. Several local 
disputes occurred, but no strikes com- 
parable to the conflicts in the shipping 
and textile industries last Summer 
and Autumn marred the “truce” on 
the labor front. A strike against the 
A. & P. Company in Cleveland led to 
Federal intervention and an adjust- 
ment which left many questions to 
arbitration. The appointment of Fran- 
cis Biddle as head of the National 
Labor Relations Board, in the place 
of Mr. Garrison, was taken as a guar- 
antee that the liberal view would pre- 
vail and that vigorous efforts would 
be made to “put teeth” into Section 
7a of NIRA, providing for collective 
bargaining. This interpretation of the 
event was supported later by an an- 
nouncement of the Attorney General, 
Mr. Cummings, that the Houde case 
(December CURRENT HisTory, page 
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339) would be pressed in the courts. 
Yet news arising in labor circles indi- 
cated that trade unionists were deeply 
dissatisfied with the outcome of Sec- 
tion 7a and were preparing to call 
upon Congress for a definition and 
strengthening of the provision, with 
a likelihood of finding a favorable 
majority in that body. 

Perhaps it was a significant sign 
of growing labor pressure that the 
Supreme Court of the United States 
yielded to a request of counsel for a 
preliminary inquiry into the cele- 
brated case of Tom Mooney, long im- 
prisoned in California. 

In State and local affairs few events 
of national implication emerged. News 
confirmed the adoption of a constitu- 
tional amendment in Nebraska abol- 
ishing the bicameral Legislature of 
that State and substituting a single 
chamber. (See Lane W. Lancaster’s 
article on page 434 of this magazine.) 
Several measures authorizing public 
ownership and operation of utility 
plants were carried at the polls, while 
on a smaller number the vote was ad- 
verse. Under the whip of Senator 
Huey Long, the Legislature of Loui- 
siana passed a series of drastic bills 
centralizing State and local adminis- 
trations and vesting control over pub- 
lic affairs still more firmly in the 
hands of his political organization. 
Unusual ferment attended prepara- 
tions for the sessions of State Legis- 
latures to open after the new year, 
especially as it was evident that Con- 
gress might call upon them to co- 
operate in provisions for a national 
scheme of social insurance. Through 
NRA, AAA, FERA and PWA, and the 
financing of home-owners and farm- 
ers, Federal penetration of State and 
local jurisdictions has been proceed- 
ing at a rapid rate, creating a legal 
configuration far different from that 
contemplated by the original Consti- 
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tution. Legal theories, as well as eco- 
nomic philosophies, have been thrown 
trustfully into the crucible of experi- 
mentation. 

That the Republican party as an or- 
ganization would exercise any consid- 
erable influence on the course of 
events in the immediate future was 
made dubious by the final election re- 
turns and a fierce dispute among the 
faithful over the causes of the break- 
down. The retirement of Senators 
Reed, Fess, Wolcott and Robinson to 
private life, the discomfiture of the 
“stalwarts” in New York and Con- 
necticut, and the defeat of Fred A. 
Britten in Illinois discouraged gentle- 
men inclined to carry on the tradition 
of Quay, Hanna, Aldrich, Penrose, 
Harding and Coolidge. A return to 
the state of affairs existing in 1924 
or any other date seemed out of the 
question. A fight could not be made 
for the old gold standard. The Roose- 
velt administration had not threat- 
ened the protective tariff, had indeed 
raised it by various measures, includ- 
ing inflation. 

With Senators Norris, Cutting, 
Borah, Frazier and Nye in the saddle, 
Republican leadership in Washington 
was to the left, rather than the right, 
of the position as yet disclosed by 
President Roosevelt; but efforts to 
force the resignation of Henry P. 
Fletcher from the chairmanship of 
the Republican National Committee 
brought resistance, not acquiescence. 
No signs of surrender to the “progres- 
sive wing” appeared on the political 
horizon. The conservative wing evi- 
dently preferred to stand fast and 
wait for an accumulation of errors on 
the part of the Roosevelt administra- 
tion which will give power to the old 
slogan, “Turn the rascals out.” For 
this faith there was in fact a firm 
foundation in American history and it 
certainly was widely cherished. 








Canadian-American Relations 





By J. BARTLET BREBNER 
Assistant Professor of History, Columbia University 


——————_ 


ONVERSATIONS with a view to adop- 
C tion of the St. Lawrence Water- 
way Treaty and of a Canadian-Ameri- 
can trade pact have apparently been 
held at Ottawa. Such at least is the 
conclusion drawn from the recent visit 
of W. D. Phillips, American Under- 
Secretary of State and former Ameri- 
can Minister to the Dominion. 

President Roosevelt has let it be 
known at his press conferences that 
after diplomatic negotiations for 
minor changes through the Canadian 
Minister at Washington he will resub- 
mit the St. Lawrence Treaty to Con- 
gress. His electoral successes and the 
recent startling report of the New 
York Power Authority, which used 
estimated St. Lawrence power rates 
as a yardstick, were believed to as- 
sure passage of the treaty. Action 
must be taken before July 11, 1935. 

Canadian opinion is so _ hesitant 
that informed observers doubted 
whether Parliament will approve the 
waterway treaty unless it is baited 
with a tempting commercial agree- 
ment. Quebec and the Maritime Prov- 
inces have consistently opposed the 
treaty, while Ontario and most of the 
Prairie Provinces have supported it. 
The estimated cost to Canada, even 
with allowance for work done on the 
Welland Canal, amounts to about 
$125,000,000, of which Ontario is to 
pay $67,000,000 for navigation aids 
and $36,000,000 for power installa- 
tion. 

It was therefore a severe blow to 
hopes of Canadian acquiescence when 
the new Liberal Prime Minister of 





Ontario, M. F. Hepburn, said that he 
was opposed to the project at the 
present time because his government 
was pledged to economy and also be- 
cause Ontario had all the electric 
power it could use. Premier Bennett 
announced that he would consult On- 
tario’s wishes before replying to Pres- 
ident Roosevelt. Meanwhile, in Quebec 
there was extensive public discussion 
of a scheme for linking the Ottawa, 
the Quebec part of the St. Lawrence, 
and four other rivers in an electrical 
development that would still further 
discourage Canadian interest in har- 
nessing the upper St. Lawrence. 

Almost no details of the commercial 
negotiations leaked out. Canada 
wanted the barriers let down to her 
grain, cattle, dairy products, lumber, 
fish and copper. There seemed to be 
some hope for cattle and lumber, but 
for little else. Though reciprocal con- 
cessions would be hampered by the 
Ottawa agreements, it was expected 
that some arrangement could be made 
regarding American coal, iron, steel 
and semi-manufactured goods. 


MR. STEVENS’S CRUSADE 


Since H. H. Stevens was ousted 
from the Canadian Cabinet and the 
chairmanship of the Royal Commis- 
sion on Business Practices, he has 
spoken more freely than ever. At the 
meetings of the commission he has 
eagerly extracted information that 
might serve as ammunition in his cru- 
sade for social justice. He has in- 
creased his popular support by ad- 
dresses before churches and mercan- 
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tile associations on the text, “Until 
we have the consciousness in the 
hearts and minds of the people that 
they cannot tolerate such conditions, 
our laws will be of no avail.” He has 
attacked low wages and low pro- 
ducers’ returns, high interest rates 
and overcapitalization, and has urged 
a $1,000,000,000 semi-public building 
program. 

C. H. Cahan, Secretary of State and 
Mr. Stevens’s principal opponent in 
the Cabinet, publicly entered the lists 
against him with a speech on Nov. 26. 
He reminded Canadians that the dis- 
tribution of powers between Dominion 
and Provincial governments made 
many of the demands for reform im- 
possible and that revision of the Con- 
stitution was notoriously difficult and 
slow. Mr. Stevens replied four days 
later, asserting that lawyers like Mr. 
Cahan had hitherto evaded responsi- 
bility by such arguments. The public, 
he declared, demanded action, and re- 
forms were possible if the Federal 
Government had the courage to use its 
full constitutional powers. 

What is Mr. Stevens’s political fu- 
ture? He has claimed that both Con- 
servatives and Liberals oppose him, 
and yet there are no signs of his ally- 
ing himself with the Socialists of the 
Cooperative Commonwealth Federa- 
tion. His public support has come 
from all those anxious to embarrass 
the present Conservative government 
and in particular from labor and the 
“forgotten man” in small business. 


CANADIAN BUSINESS 


The usual Autumn rush of shipping 
in the St. Lawrence was marked by 
the apparent anomaly of incoming 
cargoes of rye, oats, barley, corn, 
flour, linseed and pulpwood. One-fifth 
as much grain, it was estimated, was 
imported as was exported, and Cana- 
dians who vaguely knew that Cana- 
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dian flour was usually cheaper in Lon- 
don than in Montreal were shocked to 
learn that the British could undersell 
Canadian millers in Toronto. 

Drought and the renewal of distill- 
ing in the United States were partly 
responsible, for most incoming car- 
goes merely passed through Canadian 
waterways. Yet the _ international 
wheat war was also a factor. Subsi- 
dized exports of French and Argen- 
tinian soft wheat, the complete col- 
lapse of the international crop limita- 
tion and export quota schemes and 
the natural willingness of British mill- 
ers to buy in the cheapest market se- 
riously threatened to break down the 
prices of Canadian hard and durum 
wheats or at least to stifle exports 
if the government pegged the price 
too high. During November the mar- 
gin of safety seemed to be narrow but 
sufficient. 

Winnipeg prices kept just above the 
“pegs” and exports remained at about 
the 1933 level. This was achieved, 
however, only because temporary defi- 
ciency in the United States made it 
possible for Canada to surmount the 
tariff barriers with low quality feed 
wheat and durums for high-gluten 
flour. J. I. McFarland, the Federal 
wheat agent, went to Washington at 
the end of the month to try to ar- 
range a still larger movement. 

But the outlook was discouraging. 
Though exports during the crop year 
to Dec. 1 were 60,000,000 bushels, as 
compared with 59,000,000 in 1933, 
they were well below the past five and 
ten year averages. Moreover, the visi- 
ble supply was 5 per cent above that 
of 1933. Finally, international wheat 
controls crumbled at the Budapest 
conference in November. 

Yet there were some rays of hope. 
A general grain shortage meant that 
low quality wheat could be sold for 
feed. Arrangements had been per- 
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fected under the Ottawa agreements 
whereby twice as much Canadian 
wheat as in 1933 was passing through 
the United States to serve as cheap 
bulk cargo in the Atlantic ports. 

November, on the other hand, saw a 
real improvement in the vast paper 
industry. Resolute action by Prime 
Minister L. A. Taschereau of Quebec, 
supported by Premier Hepburn of On- 
tario and the Dominion Prime Min- 
ister, brought about in both Eastern 
and Western Canada and the United 
States a concerted rise from $40 to 
$42.50 a ton for paper during the first 
half of 1935, to be followed by another 
$2.50 rise during the second half. 

But here again an important ele- 
ment in the Canadian economy was 
threatened. Canada and the United 
States, because of natural interde- 
pendence in raw material, power and 
investment, are now practically a unit 
in the pulp and paper industry. The 
financial stake is so large that it has 
been assumed that neither country 
would venture to disturb the situa- 
tion. Individual American and Cana- 
dian pulp mills, however, have been 
buying cargoes of Russian and Baltic 
pulp logs delivered by water because 
they were cheaper than the North 
American product. In addition, there 
has been a slow, but enthusiastic and 
serious, movement in the United 
States to utilize Southern pine for 
pulp and paper as well as for turpen- 
tine and pitch. Much encouragement 
has been derived from the United 
States forest survey of Southern re- 
sources during 1934, and from the 
claim that paper can be made in Geor- 
gia for 70 per cent of the cost in 
Canada. 

General economic conditions in 
Canada have continued to improve. 
Thus employment, having reversed the 
usual downward Autumn trend, was 
almost at the 1926 level, although un- 
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employment relief remained the coun- 
try’s greatest single problem. A Do- 
minion Act for contributory unem- 
ployment insurance was drafted for 
submission to Parliament early in 
1935, but its probable cost (about 
$75,000,000 a year) was discourag- 
ing. Foreign trade has risen stead- 
ily; exports for October were 12 per 
cent, and imports 15 per cent, above 
1933. During the seven months ended 
October, 1934, total exports as com- 
pared with 1933 increased 18 per cent, 
to Empire countries 36 per cent, to 
Great Britain 34 per cent and to the 
United States 11 per cent. But total 
imports increased 29 per cent, from 
Empire countries 18 per cent, from 
Great Britain 14 per cent and from 
the United States 38 per cent. Such 
results had not been expected from 
the Ottawa agreements and the de- 
preciation of the American dollar be- 
low parity with the Canadian. 


CANADA AS AN AIRWAY 


Canada has recently become in- 
creasingly aware of her importance in 
air communications. Lieutenant C.P.T. 
Ulm was dispatched from England to 
test the possibilities of air communi- 
cation between Canada and Australia 
and made an apparently fatal attempt 
to fly the Pacific early in December. 
Another discussion of North Atlantic 
possibilities took place in London dur- 
ing November between Pan American 
and Imperial Airways in which ex- 
perts from Denmark, Iceland, Green- 
land and the Azores were consulted. 
Newfoundland and Canada are inter- 
ested in the plans for the Anglo-Amer- 
ican northern route and the Azores 
and Bermuda in the southern. At 
present Canadian unemployed are en- 
gaged in completing the groundwork 
for airports and emergency landing 
fields as part of the British Imperial 
scheme for air communications. 





Mexico’s New President 


By HuUBERT HERRING* 


HE great stadium of Mexico City 

was packed on Nov. 30 for the 
inauguration of the new Mexican Pres- 
ident, Lazaro Cardenas. The Senators 
and Deputies were there, a swarthy, 
well-fed cross-section of Mexico’s rul- 
ing mestizo middle class; the army 
officers, as handsome and well-belted 
a lot as any country boasts; the dip- 
lomatic corps, unhappily stripped by 
Presidential request of the decorations 
that diplomats love; and all about in 
the tiers of that stadium built to en- 
courage football and to cure Mexico 
of her love for less lovely bullfights 
were some 50,000 humbler citizens of 
that somewhat Spanish but more In- 
dian land. 

It was a scene splashed with color, 
gold braid, flags, and all about the 
zerape-clad Indians from villages near 
and far; the formal grays and blues 
of Toluca and Texcoco; the shouting 
reds of Oaxaca; the white garb of the 
workers in the fields of Morelos. There 
were bands and much music; confetti 
and whirling planes; shouts and 
laughter. Mexico was happier this in- 
auguration day than she has been 
since 1924, when another great crowd 
assembled in this same stadium to wel- 
come Plutarco Elias Calles. Not since 


*We regret that increasing pressure of 
academic and other duties has compelled 
both Professor Charles W. Hackett, who 
is engaged in Latin-American historical 
research, and Professor Henry Grattan 
Doyle, who has become managing editor 
of the Modern Language Journal, to give 
up their monthly surveys of Latin-Amer- 
ican affairs for this magazine. Mr. 
Herring, who now takes over this work, 
is director of the Committee on Cultural 
Relations with Latin America. 


then has Mexico welcomed a President 
regularly elected to a full term. None 
of the three men who had served since 
Calles stepped down—Portes Gil, Ortiz 
Rubio and Abelardo Rodriguez—has 
been viewed as other than a stop- 
gap incumbent. Lazaro Cardenas is 
thought of as a man of new calibre, 
and the enthusiasm for him is wide- 
spread and hearty. 

In the background stands Plutarco 
Elias Calles. He professes to be out of 
the picture, but every one knows that 
he rules the Partido Nacional Revo- 
lucionario, his own ingenious political 
device which is not quite a party, nor 
particularly national, and only fitfully 
revolutionary. Calles rules the PNR, 
and the PNR rules Mexico—at least 
that has been the fashion of recent 
years. Men close to Calles swear that 
the grizzled and powerful chief of the 
revolution is eager to step clear from 
politics; that he would have left the 
country to any one of the three men 
whom he has raised to power since 
1928 if they had proved strong enough 
for the task; that he picked Lazaro 
Cardenas because he believes him to 
be the man who can rule Mexico for 
Mexico’s good; and that Calles will 
now retire in sober earnest. 

Lazaro Cardenas captures and re- 
tains liking and respect. Young, clean- 
cut, straightforward, he has worked 
hard, held important posts in the army 
and in civilian life, and at 39 is still 
a poor man. His reputation for scru- 
pulous honesty and unflagging public 
service is unchallenged. He won that 
reputation fifteen years ago when he 
received a “political loan” of 20,000 
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pesos from the merchants of Vera 
Cruz in order to help Obregon and 
Calles—and he paid it back, a most 
uncommon performance. Mexico is 
glad to have a President whose past 
record promises future integrity. 

Calles put Cardenas in Chapultepec 
that he might give substance to the 
Six-Year Plan—Mexico’s New Deal. 
Cardenas is rated a radical. On the 
face of it, he appears more radical 
than Calles. Calles practically aban- 
doned the agrarian program, which 
was the centre of his political faith, 
but Cardenas vows that the task of 
distributing land to the landless mil- 
lions will be resumed with new vigor. 
The promise of land, a promise in part 
fulfilled, has been the unceasing motif 
in the appeal of the “Revolution” to 
the submerged masses. 

The land distribution of the past 
fourteen years has not proved con- 
spicuously successful. The administra- 
tion of the law has broken down at 
many points, and unscrupulous poli- 
ticians have blossomed forth as great 
ranch owners. The Indian, untrained 
for responsibility by long years of 
peonage, often proves but an indiffer- 
ent landlord when given his chance. 
Less than 10 per cent of Mexico’s land 
is now in use. There is still a substan- 
tial margin of cultivable land—about 
3 per cent of the total area—ready for 
distribution and exploitation. There 
are great estates—owned by Mexicans 
and by aliens—which may be divided 
among the Indians, either as indi- 
viduals, or associated together in the 
old communal system, the ejido. C4r- 
denas may take up the fight that Cal- 
les abandoned, and resume the division 
of foreign-owned land. 

President Cardenas’s Cabinet ap- 
pointments bring several little known 
men to high position, and leave out 
several of the ablest and more conser- 
vative who have been prominent in 
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Mexican counsels during recent years. 
The most significant appointment is 
that of Narciso Bassols as Minister of 
Finance. He is one of the hardest hit- 
ting, most fearless and most radical 
among the younger leaders of Mexico. 
Scrupulously honest, committed to the 
most thoroughgoing socialization of 
the schools, bitterly hated by the 
Church, he is nevertheless genuinely 
respected by many who oppose him 
most resolutely. His appointment by 
Cardenas is generally interpreted as 
indicating the direction of the new 
régime. 

Students of Mexico anxiously await 
the next moves on the Church issue. 
The struggle between the government 
and the Church grew steadily more 
tense during the Summer and Fall of 
1934. On Oct. 30 this struggle came to 
a head when President Rodriguez in- 
structed the Mexican Attorney Gen- 
eral, Portes Gil, to take drastic meas- 
ures against the higher clergy, who, 
he said, were plotting active and 
armed rebellion against the nation. 
President Rodriguez denounced the 
“subversive activities of the Catholic 
clergy” and referred to the Church as 
“the traditional foe” of the principles 
of the Mexican revolution. On Nov. 11 
the Attorney General preferred specif- 
ic charges against the Papal Apostol- 
ic Delegate and the Bishop of 
Huejutla. 

The charges were based upon let- 
ters addressed to clergy in: Mexico, 
and intercepted by the authorities. 
Among the statements credited to the 
Apostolic Delegate, and described by 
the Attorney General as “formal and 
direct invitation to commit the crime 
of rebellion” is this: “Any law which 
menaces our rights (religious rights, 
the education of our children, our lives 
and private property) is unjust and 
without validity.” This action against 
men outside the jurisdiction of Mexi- 
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can courts was followed by less specif- 
ic threats against the higher clergy 
within Mexico, but at the time of writ- 
ing such action had not been taken. 
The attitude of the Church leaders 
is explicit. They deplore the attempt 
to make the schools agencies for in- 
culcating socialism; they believe the 
government intends to carry that 
socialism to a thoroughgoing atheism. 
They have been forced to accept the 
principle of national ownership of 
Church property and of the right of 
the government to limit the number of 
priests who serve in any area. This 
principle has been fitfully and uneven- 
ly applied. In some States there is 
only one priest for 100,000 communi- 
cants; in others local restrictions 


have forced the churches to close. 

The clergy insist that in arousing 
opposition to the plain purposes of the 
government they exercise nothing 
more than their basic rights as free 


citizens under the democratic Consti- 
tution of Mexico; that they have the 
right, the duty to resist, and to per- 
suade their people to resist laws which 
fly in the face of all the Church 
teaches. This is the position ex- 
pounded by Archbishop Pascual Diaz, 
a full-blooded Indian citizen of Mex- 
ico, who has throughout the trying 
days of the past ten years striven for 
conciliation and peace. The opposition 
of the Catholics, he announced on 
Nov. 8, contains five principal points: 
(1) Opposition by all legal means to 
socialistic education; (2) withdrawal 
of children from schools where such 
education prevails; (3) instruction of 
loyal families as to their duty in such 
opposition; (4) warnings to teachers 
participating in such education that 
they risk excommunication; (5) warn- 
ings to heads of such schools against 
permitting such heresy. 

A former member of the Mexican 
Cabinet said to me not long ago: 


CURRENT HISTORY, JANUARY, 1935 


“Mexico sorely needs the ‘open-forum 
temper’ which prevails in your coun- 
try.” That is the key to the under- 
standing of the present religious im- 
passe in Mexico. The official point of 
view occupies a sacrosanct position; 
debate upon it is dismissed as dis- 
loyalty, opposition as treason. It is a 
mental attitude quite alien to our na- 
tional temper. But the Church ques- 
tion is on the President’s doorstep. It 
will tend to divide Mexico at a time 
when the country sorely needs the 
united support of its intelligent and 
conscientious citizens. 


THE CUBAN TURMOIL 


The ways of violence, once learned, 
are not easily forgotten. Cuban nights 
are still punctuated by the bursting 
of bombs. Left-wing student groups 
and the ABC Radicals (an offshoot 
of the larger ABC) are credited with 
most of the trouble-making. During 
November such bombing was directed 
at members of the older régimes, and 
attacks were made upon the acting 
president of the University of Havana 
and upon the home of the American 
military attaché. In the eastern end 
of the island some 6,000 farmers, liv- 
ing upon lands of uncertain title, re- 
sisted the efforts of the federal au- 
thorities to conduct a survey, refused 
to pay any taxes and armed to pro- 
tect their ill-defined rights. Troops 
were rushed to the scene, but after a 
few skirmishes a truce was arranged 
and the squatters—if such they be— 
were assured of an indefinite stay. 

Cuba is in the throes of preparation 
for an election. The date, originally 
set for Dec. 30, has been postponed 
to March 3. President Mendieta, whose 
patriotism is unquestioned and who is 
capable of subordinating his personal 
ambitions, is making a determined 
effort to secure the cooperation of 
the leaders of all factions. General 
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Menocal, the Conservative leader, and 
Martinez Saenz, the leader of the 
ABC, both of whom are in the United 
States, have been urged to return and 
organize their respective forces in 
preparation for the election. The Lib- 
eral party, of which ex-President 
Machado was the head, has emerged 
and filed its credentials, greatly to 
the wrath of many Cubans. It is ex- 
pected that both Ramon Grau San 
Martin, who was President from Sep- 
tember, 1933, to January, 1934, and 
President Mendieta will appear on the 
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list of nominees. A peaceful election 
might prove tonic to the lacerated 
feelings of Cuba. 

General Gerardo Machado, pursued 
by resolute representatives of radical 
Cuban forces, settled in the Domini- 
can Republic. Cuba demanded his ex- 
tradition, and the redoubtable Domin- 
ican dictator, Trujillo, refused it. How- 
ever, Machado decided to search out a 
safer climate and on Nov. 19 sailed 
for Europe, bound for Germany and 
Italy. After him are going other 
Cubans, sworn to revenge. 


Paraguay Victorious in the Chaco 


ORT BALLIVIAN, key to the control 
F of the Pilcomayo River, fell to 
the Paraguayans on Nov. 17; 10,000 
Bolivians were captured, substantial 
military stores seized and the disor- 
ganized remnants of the Bolivian 
Army scattered into Argentina and to 
the north. Ballivian was more than a 
fort; it was the symbol of Bolivia’s 
impregnability. Bolivians boasted that 
it could not be taken, and the prestige 
of President Daniel Salamanca was 
linked with it. Its fall dealt a shatter- 
ing blow to the Bolivian morale and 
set in motion the forces which made 
the resignation of Salamanca on Nov. 
28 inevitable. So decisive was the vic- 
tory at Ballivian that it seemed the 
war might soon end with Paraguay 
victorious. 

The Chaco war, which has been 
waged for over two and a half years, 
settled down to a struggle on two 
fronts. In the northwest, the Para- 
guayans struck toward the rich oil 
fields of Bolivia, with Fort Picuiba as 
the base. The fighting during the first 
half of November, 1934, gave the ad- 
vantage to the Bolivians. They forced 
the Paraguayan Army back 100 miles 


from the contested oil zone toward the 
Paraguay River. By Nov. 15 high 
hopes were entertained in La Paz that 
the Bolivian armies would be able to 
push on and gain a decisive hold upon 
that long-contested river with its ac- 
cess to the Atlantic. 

In the southwest, the key point was 
Fort Ballivian. Here the Paraguayan 
forces scored repeated successes dur- 
ing November. Cafiada El Carmen fell 
on Nov. 16, with 7,000 Bolivian pris- 
oners; Ballivian fell on the 17th. 
Asuncién was riotous with joy, and 
President Ayala was the hero of the 
hour. 

The repercussions of defeat upon 
Bolivia were swift. A coup led by Vice 
President José Luis Tejada Sorzano 
ousted Dr. Daniel Salamanca from the 
Presidency on Nov. 28. It had been 
freely predicted for months that 
should Ballivian fall, Salamanca would 
go. He had been the centre of furious 
controversy between the two rival 
party chieftains, and a crushing mili- 
tary defeat ended his régime. 

The Bolivian political situation is 
complicated by the Indian question. 
The Indians outnumber the whites in 








474 


Bolivia by five to one, and in recent 
years they have successfully demand- 
ed a much larger share in govern- 
mental affairs. Their spokesman has 
been former President Bautista Saa- 
vedra. His refusal to return from 
Chile and to accept the Ministry of 
Defense in the newly constituted gov- 
ernment of Tejada Sorzano is inter- 
preted as the ultimatum of the Indian 
leaders against the continuance of 
the old political order. A revolt of the 
Indians in Bolivia has been feared for 
some time, for, landless, illiterate, 
desperately poor, they are held in 
virtual peonage. The government has 
kept its armies manned by forcible 
drafts upon the Indian population. 
This helps to explain the poor morale 
of the Bolivian Army. 

Paraguay, with less than half the 
population of Bolivia, has the advan- 
tage of a much more literate citizenry 
and a predominantly white stock liv- 
ing under a more representative and 
democratic government. The struggle 
resolved itself into one between a 
highly feudal State, Bolivia, in which 
an extremely small ruling class domi- 
nated the counsels of State and used 
the Indian population as pawns, 
and one of the more enlightened 
and democratic States, Paraguay, 
where a spirit of nationalism has de- 
veloped. 

The figures of participants and 
casualties in this suicidal war cannot 
convey with any adequacy the havoc 
wrought. For two and a half years 
the belligerents have struggled in the 
swamps and jungles of this peculiarly 
uninviting “Green Hell.” The forces 
on each side have been kept at ap- 
proximately 100,000 men, but an in- 
creasingly large proportion of the 
troops on both sides have been boys of 
15 or 16 and men of 60. The wiping 
out of able-bodied men places a fright- 
ful handicap upon both nations for 
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many years to come. The losses from 
gunfire are nearly equaled by the 
deaths from fever and from snake and 
insect bites. 

The checkered record of peace-mak- 
ing in the Chaco continued its uncer- 
tain course during November, 1934. 
It has become increasingly clear that 
the willingness of Bolivia and Para- 
guay to accept the mediation of neigh- 
boring nations or of the League of 
Nations fluctuates with the varying 
fortunes of their arms. On Nov. 3 
Paraguay announced a reversal of her 
previous decision and her willingness 
to send a delegate to the League’s 
Chaco conciliation committee. This de- 
cision coincided with the announce- 
ment that Paraguay now held virtual- 
ly all previously disputed territory. 

The League, in the meantime, in- 
vited Brazil and the United States to 
join with it in a final effort to assure 
peace. But the United States, on Nov. 
16, made it clear that, in spite of 
much concern for peace in the Chaco, 
it could not associate itself formally 
with the League in this fashion. The 
League’s proposal, issued on Nov. 17, 
contemplated an immediate truce, the 
demilitarization of a 100-kilometer 
zone, the withdrawal of all troops un- 
der the supervision of a neutral com- 
mission and the submission of all 
claims to an all-American conference 
in Buenos Aires, or, if a satisfactory 
arrangement could not be reached 
there, adjudication by the World 
Court. 

Paraguay, increasingly victorious, 
rejected this proposal on the same 
grounds as in previous instances. A 
truce, Paraguay argues, gives Bolivia 
a chance to reorganize her forces for 
a renewal of hostilities under more fa- 
vorable military conditions. Paraguay 
rejected also the proposal to submit 
the issues to the World Court. Sup- 
porters of Bolivia cite this attitude to 
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prove that Paraguay has no legal 
claims that would stand impartial in- 
vestigation. In the background of the 
dispute there are insistent questions 
as to Paraguay’s ultimate objective. 
How far would Paraguay press the 
contest? Are the Bolivian oil fields 
the real objective? The available an- 
swers are all partisan. It is impossible 
to judge. 

As this article is written the League 
of Nations committee hopefully press- 
es its proposals, but the chances for 
peace by conciliation grow daily more 
dim. A victorious Paraguay is in no 
mood to settle; a politically chaotic 
Bolivia furnishes little hope for peace- 
ful conversations. 


SOUTH AMERICAN RECOVERY 


There are definite indications that 
South America is recovering from the 
depression. These indications are eco- 
nomic and political, but the political 
reflect the economic. Politically, the 
signs of the times point toward a mov- 
ing away from the dictatorships which 
rose to power in the train of the de- 
pression. Party rivalries are again 
becoming articulate, and candidates 
representing different parties are 
emerging. This is notably true in Chile 
and Argentina. 

President Augustin P. Justo’s gov- 
ernment in Argentina nearly split in 
November over a purely local political 
issue, the significance of which arose 
from a difference of opinion between 
the parties represented in the coali- 
tion Cabinet. The difficulty was 
patched up easily enough, but the 
recognition of the necessity for com- 
promise reflects a new mood in Argen- 
tine affairs. Parties must be reckoned 
with once more, and Justo’s absolut- 
ism will be sharply contested. In Chile, 
the parties of the Centre which have 
supported and dominated the coalition 
supporting President Arturo Alessan- 
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dri have moved over to the Left and 
announced their opposition to him. 

President Gabriel Terra of Uru- 
guay, whose hold has grown steadily 
more tenuous during the past twelve 
months, has now resorted to whole- 
sale imprisonment of political oppo- 
nents, rigid censorship, and drastic 
suppression of all radical expression. 
Uruguayans are a highly literate and 
proud people, and only the exigencies 
of the depression persuaded them to 
yield to Terra’s high-handed methods. 
Private advices from Montevideo sug- 
gest that the opposition is gathering 
force daily and that the present 
régime cannot last much longer. 

The Apristas in Peru, led by the 
brilliant and indefatigable Haya de la 
Torre, have been aroused by the con- 
tinued postponement of elections and 
are taking the lead in organizing 
armed resistance to President Oscar 
Benavides. A weak but well-meaning 
man, he has not taken the violent 
course which characterized his prede- 
cessor, Sanchez Cerro. The strength 
of the Apristas has grown steadily, 
their leaders claiming the adherence 
of 80 per cent of the population. Dis- 
claiming all desire to resort to vio- 
lence in order to achieve their ends, 
the Apristas prefer to depend upon 
the decision of elections, if fairly con- 
ducted. Benavides’s repeated post- 
ponement of those elections, which 
under the Constitution were due in 
June, 1934, has finally stirred the 
Apristas to action. 

Economically, South American trade 
shows definite gains. Argentina’s ex- 
ports during the first three-quarters 
of 1934 were 28 per cent greater in 
value than in the corresponding nine 
months of 1933; Chile’s exports 
showed a gain of 5 per cent for the 
same period; figures for Brazil are 
not available, but early reports prom- 
ise substantial gains, H. H. 





Britain’s Home Rule Plan for India 


By RALPH THOMPSON 


ATE in November London rang 
L with the sound of bells. Crowds 
so jammed the streets about Westmin- 
ster Abbey that hundreds were injured 
in the crush. Grave delegations of for- 
eign notables arrived from overseas— 
kings, princes, dukes, ambassadors. 
The sensational press indulged in a 
veritable orgy of photographs and 
bold-face type, and makers of trous- 
seaux found themselves suddenly ele- 
vated to positions of public impor- 
tance. 

The excitement arose from the fact 
that Prince George, son of the British 
King, was about to be married to 
Princess Marina of Greece. On Nov. 7 
the Prince, as Duke of Kent, had been 
with solemn ceremonial sworn in as a 
member of the House of Lords, and 
on Nov. 29 he became the husband of 
the personable young lady whom the 
London Daily Worker inconsiderately 
described as “the daughter of an un- 
employed Greek.” 

If, as a whole, the vast population 
of the British Empire rejoiced with 
the House of Windsor at this auspi- 
cious time, a few countenances never- 
theless remained glum. Because of old 
grievances the citizens of the Irish 
Free State were officially unrepre- 
sented at the ceremony, and Dublin 
crowds later flocked to moving pic- 
ture theatres to hiss the news-reels of 
the event and to spar with loyalists in 
the theatre lobbies. In far-off India 
there was antipathy of another and 
more ominous sort. The profuse splen- 
dors of a royal wedding were no solace 
for Indian patriots in their disappoint- 
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ment over the recommendations of the 
India Joint Select Committee, made 
public in two bulky volumes on 
Nov. 21. 

The Joint Select Committee of thir- 
ty-one members, chosen from both 
houses of Parliament to revise the 
White Paper submitted by the govern- 
ment in March, 1933, included three 
ex-Viceroys, two recent Governors of 
Provinces, three former Secretaries of 
State and three former Under-Secre- 
taries of State for India, four mem- 
bers of the Simon Commission and six 
members of the visiting committees 
appointed by the Round Table Confer- 
ence. Its report was the result of long 
and earnest deliberation, the examina- 
tion of scores of witnesses and the 
conning of all previous studies on the 
subject. For the first time the British 
Government had before it a complete- 
ly outlined constitution for India. 

The proposed constitution would es- 
tablish eleven self-governing British 
Indian Provinces (two more than at 
present) and link them with the na- 
tive States by means of a Federal 
Government having its seat at New 
Delhi. Burma would be omitted from 
the federation. Each of the Provinces 
would have an elected Legislative As- 
sembly; five (Bengal, Bombay, Ma- 
dras, the United Provinces and Bihar) 
would have also upper houses. The 
Federal Legislature would be bi-cam- 
eral, and would be composed of mem- 
bers indirectly elected by the Prov- 
inces and of representatives nomi- 
nated by the native States. 

Each Province would have a Minis- 
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try selected from its Legislature. The 
Ministers would in normal circum- 
stances have the conduct of all Pro- 
vincial affairs, including the much- 
debated “law and order.” But over 
the Ministry is to be imposed, as at 
present, a British Governor with “spe- 
cial responsibilities.” If circumstances 
warrant, the Governor may assume 
charge of any branch of the Provin- 
cial government; he may issue ordi- 
nances having the force of law and 
may override the Legislature on ap- 
propriation bills. In other words, only 
so long as the Provincial Ministry 
functions “satisfactorily” will it be 
autonomous. 

A Governor General, advised by a 
Ministry, will exercise the supreme 
power and authority of the federa- 
tion, the military command and con- 
trol of foreign affairs. Like the Pro- 
vincial Governors, the Governor Gen- 
eral may if necessary take indepen- 
dent and overriding action for the 
achievement of certain specified pur- 
poses—for example, to prevent “‘meas- 
ures legislative or administrative 
which would subject British goods im- 
ported into India from the United 
Kingdom to discriminatory or penal 
treatment.” 

The committee’s proposals would 
increase the Provincial electorates 
from 7,000,000, including 315,000 wo- 
men, to 29,000,000 men and 6,000,000 
women—an increase from 3 to 14 per 
cent of the population. In all Assem- 
blies, Provincial and Federal, a quota 
of seats would be assigned to the vari- 
ous minorities. 

Before these recommendations are 
embodied into law they must be ap- 
proved by the British Parliament and 
upon them that body will for the 
next six months or so spend the 
greater part of its time. The report 
was accompanied by draft alternatives 
and amendments prepared by minori- 
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ties within the committee. In the dis- 
senting plans of the Labor members 
and those of the so-called die-hard 
Conservatives headed by Lord Salis- 
bury may be seen the probable course 
of attack from Left and Right. 

The Labor members would enable 
India to attain Dominion status with- 
out recourse to further acts of Par- 
liament. They deplore the creation of 
upper houses in certain Provincial 
Legislatures and at New Delhi as 
adding to the power of the propertied 
classes. They would not reserve to 
the Governor General special finan- 
cial responsibilities and would grant 
India full authority over her external 
affairs except as regards the relation- 
ship of the Crown to the native 
States. They believe defense matters 
should be transferred to Indian Min- 
isters within a specified time, and 
would not limit in any manner the 
control by Provincial Ministers of the 
forces of law and order. Eventual 
adult suffrage, they believe, should 
be provided for in the constitution. 

The Conservatives would for vari- 
ous reasons not concede responsible 
government in the Federal sphere. 
Instead, they propose a Council of 
Greater India made up of representa- 
tives of every Province and State. The 
Viceroy would turn to this body for 
advice on all issues affecting India as 
a whole. 

A possible barrier ‘to the establish- 
ment of the plans recommended by 
the committee is the attitude of the 
native States, of which there are near- 
ly 600. Some enjoy what amounts to 
a democratic rule; others are virtu- 
ally absolute monarchies. It is be- 
lieved that the native States will ac- 
cept Federal control of certain sub- 
jects, but there are others upon which 
the majority may well balk. The 
federation will come into existence 
only when the rulers representing at 
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least half the total population of the 
native States and entitled to at least 
half the seats to be allotted to them 
in the Federal upper house have sig- 
nified their desire to join. 

Nearly every commentator admitted 
at the outset the magnitude of the 
task assigned to the India Joint Select 
Committee in devising a government 
for a subcontinent crisscrossed by 
divergencies in race, religion, language 
and civilization. Indeed, no sober mind 
believed that with one sweeping and 
generous gesture could complete home 
rule be bestowed on India without 
endangering both British and Indian 
interests. On the other hand, many 
liberal British observers were disap- 
pointed that such vital “safeguards” 
were reserved to British rule, and 
many Indian moderates felt that the 
Indian people could have been given 
greater responsibility. 

The central council of the Con- 
servative party met in London on 
Dec. 4 to consider their attitude to- 
ward the committee’s proposals. The 
die-hard element, led by Lord Salis- 
bury, Winston Churchill and Sir 
Henry Page-Croft, failed completely 
in their protests; by an overwhelm- 
ing vote the council endorsed the rec- 
ommended reforms, and Stanley Bald- 
win won one of the greatest triumphs 
of his career. So far as Great Britain 
is concerned, therefore, the commit- 
tee’s plans are, with certain possible 
minor changes, sure to become law. 

As for India, the first reactions 
were uniformly hostile. Hindu leaders 
could be only bitter toward a scheme 
built upon the White Paper and the 
communal award; there was much 
talk of the joint committee’s “cyni- 
cism”; India, it was declared, was 
chained to Whitehall; and estrange- 
ment with London was termed com- 
plete. The Moslem press was glad to 
see the communal award retained but 
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denounced indirect election to the 
Federal Legislature and the suggested 
ratio of Moslem representation. Con- 
gress newspapers advocated flat re- 
jection; Moderates and Liberals were 
only slightly less antagonistic. 

Gradually, however, Indian opinion 
showed signs of relenting. No alterna- 
tive to the committee’s proposals was 
available, and many began to declare 
that half a loaf was better than none. 
If certain Congress members held that 
even the existing government was 
better than that proposed in London, 
they were by no means backed in this 
stand by Hindus as a whole, much less 
by Moslems. Nor was the idea of 
“rejection” altogether realistic. For 
those opposed to the draft constitu- 
tion an armed revolt against it was 
hardly feasible, and an attempt to 
thwart it by civil disobedience and boy- 
cott would profit no one. Most probably 
India will settle down to making the 
best of the new dispensation. After the 
turmoil of the past ten years almost 
any sort of stability should be welcome. 

The British Government, moreover, 
will consult the government of India 
on the projected parliamentary bill. 
As Colonel Wedgwood said in the 
House of Commons on Nov. 21, it is 
inconceivable that the committee’s 
scheme should be introduced against 
the wishes of an Indian Legislature. 
The recently elected Indian Assembly, 
incidentally, will contain a preponder- 
ance of Moderate opinion. Latest 
available election figures show that of 
the 105 contested seats the Congress 
party have won 46 and the National- 
ists 8. Out of a house of 145, in which 
40 are officially nominated, Congress 
and its allies will have not more than 
55 seats. 


NEW BRITISH LAWS 


Anticipating a long and arduous 
Winter’s work with the India bill, the 
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National government drove through 
Parliament before the end of the ses- 
sion on Nov. 16 two measures which 
roused no little public interest—and 
protest. One was the Incitement to 
Disaffection Bill, the other the Betting 
and Lotteries Act. Both became law 
on Nov. 16. 

The former, the so-called Sedition 
Bill (a misnomer, according to indig- 
nant Cabinet Ministers), makes it a 
punishable offense, if intent can be 
shown, to have in one’s possession or 
control any document that might in- 
cite to disloyalty the armed forces of 
the Crown. Among the many oppo- 
nents of the bill was the Bishop of 
Birmingham, who declared that it 
made “active pacifism in the time of 
war a criminal offense.” The govern- 
ment replied that so long as the armed 
protectors of liberty might with im- 
punity be seduced from duty, liberty 
itself was in danger. 

The Betting Bill, while prohibiting 


large-scale lotteries and forbidding 
newspapers to describe or advertise 


lottery processes, legalizes certain 
small lotteries. The Conservative 
amendment authorizing national lot- 
teries as a means of reducing the na- 
tional debt was not accepted, nor was 
the suggestion that football betting 
be controlled. From one point of view 
the measure protects the public from 
the abuses of large-scale gambling and 
minimizes the flow of British money 
to Irish sweepstakes. From another it 
is a series of “thou shalt nots” and 
an infringement upon personal liber- 
ties. 

With the opening of the new session 
of Parliament on Nov. 20 the National 
government entered upon its fourth 
year of office. Prime Minister Mac- 
Donald the following day proposed 
that in view of the press of legisla- 
tion, private members should forego 
their privilege of time and give gov- 
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ernment business the right of way. 
Despite much opposition, the Prime 
Minister’s motion carried. The India 
Bill, the new housing measures, the 
Depressed Areas Bill, the Electricity 
Supply Bill and the Unemployment 
Assistance Regulations will therefore, 
in the words of Winston Churchill, 
who opposed the motion, be “rammed 
through.” 


AUSTRALIAN TRADE POLICY 


Questions of foreign trade continue 
to occupy the Australian Government. 
In opening the Federal Parliament on 
Oct. 23, the Governor General reiter- 
ated the Ministry’s intention to pro- 
tect primary and secondary industries 
and at the same time to find trade 
outlets within or without the British 
Empire. No alteration in the duties on 
British cotton goods appeared likely 
at this writing, despite the complaints 
of Lancashire formally transmitted 
by London, but pending final decision 
the Commonwealth Government de- 
cided to extend to Dec. 31 the period 
in which the affected piece-goods and 
yarns might be imported free of duty. 
Another concession is likely: Aus- 
tralia may restrict her exports of beef 
to Great Britain in order to aid the 
British Government in raising beef 
prices there. 

But on the whole, British-Australian 
trade relations remain unfriendly. Dr. 
Earle Page, Minister of Commerce, on 
Dec. 3 declared that unless Britain re- 
laxed her protectionist policy the 
Commonwealth would be forced to re- 
taliate. Australian trade with foreign 
countries, at the same time, is im- 
proving. Exports to Japan during 
the past fiscal year totaled $45,000,- 
000, an increase of nearly one-quar- 
ter over the preceding period. A pro- 
visional commercial agreement with 
Belgium was announced at Canberra 
on Nov. 21. 
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NEW ZEALAND PARLIAMENT 

Among the accomplishments of the 
New Zealand Parliament when the 
session ended on Nov. 10 was tariff 
revision in favor of Great Britain, a 
gesture which may be taken as good 
evidence of New Zealand’s own recov- 
ery and of her faith in the Ottawa 
agreements. The budget presented by 
the Minister of Finance on Aug. 23 
promised a small surplus as against 
the $3,500,000 deficit incurred in 1933- 
34, even with a partial restoration of 
cuts on public salaries and old-age 
pensions, as well as a reduction of the 
emergency unemployment tax from 
5 to 41%4 per cent. Foreign trade was 
also encouraging: for the first seven 
months of 1934 the favorable balance 
was three times greater than during 
the corresponding period of 1933. 

Parliament passed the Electoral 
Bill, which extends the Parliamentary 
term from three years to four years; 
a Film Industry Act, which empowers 
the government to assure fair trading 
and prevent monopoly; and a meas- 
ure reorganizing the Dairy Control 
Board and setting up a Council of 
Production and Trade to coordinate 
primary industries. Following the rec- 
ommendations of a Royal Commission 
appointed in January, Parliament au- 
thorized an inquiry into the affairs of 
a group of investment companies. 


SOUTH AFRICAN FUSION 


The long struggle to unite the two 
leading political parties of the South 
African Union came to an end on Dec. 
5 when a fusion was formally enacted 
by an enthusiastic meeting at Bloem- 
fontein. The Nationalists led by Gen- 
eral Hertzog and the South African 
party led by General Smuts settled 
all differences. Dr. Malan’s Nation- 
alists have sought to regain pres- 
tige by calling anew for a South Af- 
rican republic, but most people have 
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chosen to listen to more moderate 
counsels. “I am done with a republic 
and republicanism,” declared General 
Hertzog on Nov. 23. 

As economic conditions continue to 
improve, the extreme nationalism of 
both Dr. Malan and Colonel Stallard 
loses its appeal to Afrikanders and 
British alike. South African foreign 
trade figures are rising; inland reve- 
nue is buoyant.(the war debt to Great 
Britain was wiped out by a cash pay- 
ment during the Summer) ; even agri- 
culture is experiencing a revival, and 
mining has enjoyed a minor boom. 

Across the Union boundary, in 
Southern Rhodesia, a similar political 
fusion has taken place. The Reform 
and Rhodesian parties agreed to unite 
under the leadership of Premier Hug- 
gins, and Labor and one faction of the 
Reform party became the Opposition. 
On Sept. 25 Parliament was dissolved 
and on Nov. 7 elections were held. Re- 
turns gave the United party a sweep- 
ing victory—twenty-four seats out of 
thirty. Labor won five seats and the 
Reform party one. A new Cabinet, 
headed by Mr. Huggins, was an- 
nounced on Nov. 14. 

In the territory of Southwest 
Africa, taken from Germany in 1915 
and now administered by the Union of 
South Africa under mandate, elections 
held on Oct. 31 gave the United party 
a two-thirds majority in the Legisla- 
tive Assembly. A few days earlier the 
Administrator had banned all Nazi or- 
ganizations, and the United party, 
representing non-German inhabitants, 
found little formal opposition at the 
polls. The new Assembly on Nov. 29 
passed a motion requesting that the 
territory be incorporated as the fifth 
Province of the South African Union. 
Meanwhile, the Union is urging on 
the British Government the trans- 
fer to its control of Basutoland, 
Bechuanaland and Swaziland. 





Flandin Gives France New Hope 


By E. FRANCIS BROWN 


RANCE in the weeks that followed 

the fall of the Doumergue Cab- 
inet on Nov. 8, threw off the appre- 
hensions of civil disorder and econom- 
ic collapse that had gripped the re- 
public for many months. It was only 
a lull, presumably, for there were no 
signs that France had yet sounded the 
depths of economic depression, nor 
that political passions had been more 
than momentarily curbed. But when 
the new Flandin Cabinet, in striking 
contrast to the nervous, half-secretive 
fumbling of the Doumergue gov- 
ernment, displayed both vigor and 
straightforwardness, many Frenchmen 
thought they saw reason for a return 
of confidence. 

Right Wing groups deplored Dou- 
mergue’s exit from the scene, al- 
though it could hardly be contended 
that the Flandin Ministry was much 
less conservative than its predecessor. 
The personalities of the two Premiers, 
however, differ greatly. M. Dou- 
mergue is 71 years old and until 
called from retirement in February, 
1934, was regarded as a statesman of 
a bygone era. After his first weeks in 
office, he showed an inability to act, 
with the result that both political and 
economic affairs more or less took 
their own course. The former Pre- 
mier, moreover, was apparently won 
to a belief in the panacea of a strong 
central government. At least he neg- 
lected economic problems and agitated 
for constitutional reform so obstinate- 
ly that public opinion began to turn 
against him. 

Behind M. Doumergue were the 


great financial and industrial inter- 
ests of France. Did they hope through 
him to set up something in the nature 
of a French Fascist State? The Left 
Wing groups came to believe so, and 
Edouard Herriot has charged that 
Doumergue contemplated a coup 
d’état. 

While M. Flandin represents the 
same economic groups that supported 
Doumergue, as a man he is entirely 
different. Being only 45 years old, he 
belongs to the younger generation and 
in times like the present that can 
mean a good deal. M. Flandin believes 
that political reform is relatively un- 
important, that what does matter is 
economic recovery which to his mind 
can be achieved regardless of a par- 
ticular governmental structure. In 
any case, the new Premier has said 
little about political change and much 
about economics. He has moved rap- 
idly and decisively, giving the im- 
pression of a statesman who knows 
what he wants and how he intends to 
obtain it. 

The Cabinet was well received by 
the Chamber of Deputies if the ma- 
jority of 423 to 118 given on Nov. 13 
can be accepted at face value. Actu- 
ally the government could hardly be 
expected to please the more radical 
Deputies, and during the debates on 
the Ministerial declaration, the deep 
gulf between the Right and Left 
groups in Parliament was repeatedly 
disclosed. 

M. Flancin appealed for the continu- 
ance of the political truce, for peace 
at home and abroad. He insisted that 
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civil order be maintained and prom- 
ised that constitutional reform would 
be considered after economic problems 
had been dealt with. The Premier in 
this first encounter with the Chamber 
reasserted the policy of deflation pur- 
sued by all recent French Govern- 
ments. A “restricted economic régime 
has failed everywhere,” he said. He 
offered in contrast a recovery pro- 
gram that would entail the reduction 
of the interest rate, stabilization of 
currencies, removal of barriers to for- 
eign commerce and restoration of the 
purchasing power of the nation. A 
fortnight later, he told a group of 
French business men that his first 
concern would be with agriculture; 
then he would take up unemployment 
and public works. 

“Our Christmas gift to poor chil- 
dren,” said Premier Flandin in a radio 
address to the nation on Nov. 27, 
“will be cheaper bread.” In this speech 
is outlined in general terms a pro- 
gram to “legalize and render obliga- 
tory, only for the duration of the 
depression and under certain guaran- 
tees in favor of consumers, producers’ 
agreements tending to regulate pro- 
duction.” Was France about to adopt 
some sort of NRA? Moreover, “‘severe 
regulation” of agriculture was being 
advocated by the Premier. Did this 
also signify a departure from French 
orthodox business principles? What- 
ever the Premier intends, his several 
speeches met with public approval; 
industrial shares rose on the Bourse 
and the quotations for government 
bonds improved. 

While M. Flandin was outlining his 
government’s program, the Chamber 
began discussion of the budget. Léon 
Baréty, rapporteur for the budget, 
stated that unless the economic situa- 
tion definitely improved, there would 
be a deficit of 588,000,000 francs. The 
budget total of 47,500,000,000 francs 





is considerably under that of recent 
years, but many critics have declared 
that it is too heavy a burden for the 
nation to bear. Tax collections during 
1934 fell steadily; customs receipts 
for the first nine months of the year 
were 5.8 per cent below the figure for 
1933; the business turnover tax 
dropped 6 per cent; and the returns 
from the government monopolies for 
the third quarter of 1934 were 1,000,- 
000,000 francs below the original es- 
timates. 

In view of the talk of constitutional 
reform, it was significant that the 
Deputies agreed to relinquish their 
time-honored right to introduce new 
appropriations into the budget bill. 
This action was expected to speed 
adoption of the budget. 

The Chamber also had under con- 
sideration a bill for relief of the wheat 
farmers and wine growers. The gov- 
ernment proposes to abolish the mini- 
mum price of wheat and to dispose of 
the existing surplus through export, 
State purchase and denaturing. Re- 
striction of future wheat crops is pro- 
vided for in the bill, as is also the low- 
ering of the price of bread. The wine 
bill provides for large-scale distillation 
of poorer wines into alcohol and the 
restriction of future plantings. 

These two bills and the budget re- 
flected directly the French economic 
situation. (See Mr. Webb’s article on 
page 419.) Except for a slight im- 
provement in foreign trade during Oc- 
tober, there was no cause for optimism 
in French business circles. Unemploy- 
ment continued to rise; for the week 
ended Nov. 24, 369,435 persons were 
on the dole, an increase of 117,225 
over the corresponding week in 1933. 
When we consider this figure it must 
be recalled that about 500,000 foreign 
workers have left France in the past 
two years and that the nature of 
French life effectively conceals the 
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real extent of unemployment. Indus- 
trial output has shown only a declin- 
ing tendency. The Bank of France dur- 
ing the first three weeks of November 
lost 549,000,000 francs in gold, a small 
sum, of course, and yet one that could 
not be ignored at a time when the 
gold bloc seemed to be weakening. 

Because of the French loss of for- 
eign markets and the resulting depres- 
sion at home, the government is seek- 
ing to stimulate trade between the 
mother country and the colonies. M. 
Flandin assured the National Eco- 
nomic Council on Nov. 30 that his 
Ministry would accept as a major task 
the development of trade with the far- 
flung colonial empire. Three days 
later the French Colonial Conference 
was opened in Paris. Louis Rollin, 
Minister of Colonies, told the dele- 
gates who had come from all the 
French possessions: “On the shores 
of the Atlantic, Mediterranean, Indian 
and Pacific Oceans there are 60,000,- 
000 Frenchmen who provide the home- 
land with a magnificent market, if 
we will only make the necessary ef- 
fort.” 

There are other reasons for closer 
cooperation between France and her 
colonies. For some time reports of un- 
rest in Algeria and Tunis have fil- 
tered through to the outside world. 
In Algeria, it is known, there has been 
great dissatisfaction over restric- 
tions upon the importation of Al- 
gerian wines into France. Some agree- 
ment upon wine exports might well be 
reached at the Colonial Conference. 
Similar agreement with the other col- 
onies would go far toward fostering 
“the economic unity of the French 
Empire” for which M. Rollin has fre- 
quently expressed a desire. Finally, 
it must not be forgotten that in her 
colonies France has a great reservoir 
of manpower in time of war; that 
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fact is ever present in any discussion 
of colonial problems. 


FRENCH SCANDALS 


Despite the good impression created 
by the Flandin Ministry the odor of 
scandal still clings about the French 
Government. M. Doumergue and his 
colleagues were never able to clear up 
the Stavisky mystery and the strange 
death of Judge Albert Prince. And 
new developments continue in these 
sensational cases. Most recent of all 
was the unsuccessful libel suit brought 
by former Detective Inspector Pierre 
Bony against La Gringoire in connec- 
tion with a series of articles accusing 
him of being an accomplice of Sta- 
visky and of having confused certain 
clues about the death of Judge Prince. 
He was also charged with suppressing 
some of Stavisky’s famous check stubs 
and with altering names on some of 
the stubs. Bony has been suspected of 
knowing more about Stavisky and his 
affairs than any one else. 

Whether or not Bony is guilty on all 
the charges that have been brought 
against him, they tend to weaken pub- 
lic confidence in the police and judicial 
systems. His name is only one that 
figures in the prolonged investigations 
by the Stavisky commission, investi- 
gations which have unearthed what 
has been called “a wide network of 
blackmail, white slavery, bribery, traf- 
fic in drugs and thefts of fiscal 
stamps.” There have been other dis- 
coveries of corruption. A road-build- 
ing scandal was recently uncovered in 
Rouen. In addition, a former Minister 
of Justice, it is alleged, used his influ- 
ence when a Senator to aid a client 
accused of large-scale income tax de- 

linquencies in escaping legal penalties. 
On Nov. 5 Quartermaster Frogé, for- 
merly of the Belfort garrison, was 
sentenced to five years’ imprisonment, 
ten years’ loss of civil rights and a 
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5,000-franc fine for selling military 
secrets to an alleged German spy. 

Finally, a first-class scandal, rival- 
ing that of Stavisky, seems to be in 
the making as the result of the ar- 
rest of Charles Levy and his cousin 
Joseph. These men obtained a govern- 
ment concession to issue bonds for 
the reconstruction of the devastated 
regions. Millions of francs were in- 
volved, of course, and now it is al- 
leged that the investors were swin- 
died. Exactly how the Levys, oper- 
ating through half a dozen companies, 
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defrauded the public, as apparently 
they did, has yet to be revealed. Some 
time ago a Minister of Justice ordered 
an investigation of the Levy compa- 
nies and received a report that all 
was in order; but a later investigation 
led the present Minister of Justice, 
Georges Pernot, to arrest the two 
men. The most important aspect of 
the episode was the Levys’ influence 
in high political circles. Charles Levy 
only a short time before his arrest 
had been made an officer of the 
Legion of Honor. 


Belgium’s Economic Crisis 


ELGIUM’s troubles steadily gather, 
portending a national crisis by 
which other European countries can- 
not remain unaffected. Reports from 
Brussels and Antwerp during the 
Autumn disclosed a growing uneasi- 
ness over the country’s financial sit- 
uation, while the belga manifested an 
uncertainty on the international ex- 
changes which excited the fears of the 
other gold-bloc nations—France, the 
Netherlands and Switzerland. It was 
becoming impossible to conceal any 
longer the fact that sentiment for 
devaluation of the Belgian currency 
was growing, even among those bank- 
ers and industrialists who had been 
loudest in their protestations against 
currency tinkering. But economic 
theory and social reality were face to 
face. What would the outcome be? 
Belgian exports—and the nation 
normally exports about 60 per cent of 
its industrial output—have been cut 
almost in half since 1930. If the belga 
were devalued, it is claimed, the coun- 
try would stand to regain a large part 
of its former export business. Mean- 
while about 5 per cent of the total 
population is listed as unemployed, 


and the number is steadily rising. To 
make matters worse, the nation is suf- 
fering all the penalties of high living 
costs, maintained in part by means of 
high tariffs and import quotas on 
foodstuffs. The price of butter, for 
example, has been raised by the im- 
port quota to a point where the work- 
ingman cannot afford this article of 
diet. 

This situation has had its effect on 
the financial system. Despite official 
denials, there was a flight of Belgian 
capital during November and the 
banks withdrew funds from the Bel- 
gian National Bank in order to meet 
demands made upon them. Some banks 
were reported to be in difficulties. 
The Socialist Banque du Travail failed 
in October, and the Algemeene Bank- 
vereeniging and Boerenbond, which 
holds the deposits of thousands of 
small farmers, was said to be hard 
pressed. 

If there is not to be devaluation of 
the currency, then the nation will 
have to pass through a period of acute 
deflation, with its attendant social and 
political dangers. To lower the cost of 
living, the tariff and quota system 
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must be overhauled; yet any move in 
that direction would alienate the Bel- 
gian farmers. Further governmental 
economies would call for heroic sacri- 
fices from the people, and even then 
not much could be accomplished, as the 
budget allows little room for reduced 
expenditures. As for wages, the stand- 
ard of living in the country is al- 
ready so low that it is difficult to see 
how they can be further reduced; cer- 
tainly it seems next to impossible to 
cut labor costs enough to give Bel- 
gian industrialists any real advantage 
in the world markets. Realization of 
this fact has driven most industrial- 
ists and some bankers to accept de- 
valuation of the belga as inevitable. 

Officially the government is still 
committed to the gold standard, 
though it was said that disagreement 
on this point was responsible for the 
fall of the de Broqueville Ministry on 
Nov. 13. For nearly a week Belgium 
was without a Cabinet, but on Nov. 
20 King Leopold approved a new Min- 
istry led by Georges Theunis. The new 
government, however, did not revive 
public confidence, nor did close ob- 
servers expect the Theunis Cabinet to 
last long. 

Public opinion, in fact, was defi- 
nitely hostile to what was regarded 
as a bankers’ government. M. Theunis, 
Emile Francqui, Minister of State, and 
Camille Gutt, Minister of Finance, all 
represent the great financial interests 
of the country. A leading Socialist 
paper asked: “Do the bankers take 
power to save the country or to save 
themselves?’ The Liberal and Catho- 
lic press was equally outspoken in its 
attacks upon the new Cabinet. One 
paper referred to the Cabinet’s “fin- 
ancial trinity, Theunis the Father, 
Gutt the Son and Francqui the Holy 
Ghost.” 

Emile Francqui, head of the Société 
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Générale de Belgique, was singled out 
especially for attack. The Société 
Générale has been condemned by all 
parties as a financial octopus, and not 
without reason. This huge financial 
institution controls nearly 60 per cent 
of Belgian industry and 80 per cent of 
the enterprises in the Belgian Congo. 
As head of Société Générale, M. 
Francqui is obviously one of the most 
powerful men in Belgium and is rec- 
ognized as the dominant force in the 
Theunis Cabinet. M. Theunis himself 
is a great capitalist, holding the pres- 
idency of railroad and electricity com- 
panies. So outspoken was the criti- 
cism of these two men that M. Theu- 
nis announced on Nov. 22 that he 
would sever his industrial connec- 
tions and M. Francqui declared that 
he would resign as head of the So- 
ciété Générale. Such resignations, of 
course, have little real meaning. 
The Theunis Ministry on Nov. 29 
received a vote of confidence from 
Parliament, but by the narrow ma- 
jority of 93 to 85. Presumably the gov- 
ernment means to pursue a deflation- 
ary policy and to adhere to the gold 
standard, but the Catholic and Liberal 
parties on which the Ministry rests 
are divided on the issue and the very 
bankers whose representatives are in 
the Cabinet are losing faith in the ef- 
ficacy of orthodox currency principles. 
The uncertain state of public opinion, 
the rising tide of anti-banker feeling 
and the precarious political coalition 
which maintains the government 
make the future of the Theunis Cab- 
inet highly insecure. Meanwhile it has 
avoided all policies that go to the 
heart of the national distress, per- 
haps because the most obvious de- 
valuation, would not only produce in- 
calculable repercussions in Belgium, 
but would upset the economies of the 
other gold-bloc countries. HE. F.B. 





The German Recovery Program 


By SIDNEY B. FAy 


ERMANY, in October for the first 

time since March, 1934, enjoyed 
a favorable balance of trade. This was 
a direct result of the “new plan” in- 
augurated by Dr. Schacht, Minister of 
Economics, for rigid control of im- 
ports and stimulation of exports. Al- 
though the balance amounted to only 
16,400,000 marks, a sum nowhere near 
enough to meet Germany’s foreign ob- 
ligations, the mere fact that an unfa- 
vorable balance had changed to a fa- 
vorable one was held to foreshadow 
future improvement. 

Upon the course of foreign trade de- 
pends Germany’s ability to pay inter- 
est on the Dawes and Young Plan 
bonds and other external obligations 
as well as to buy raw materials nec- 
essary for the restoration of German 
industrial life. The following table in- 
dicates the trend of foreign trade over 
a period of years: 


(In millions of marks.) 
Monthly 
Average 


Bal- 
ance 
— 57 
—217 
+ 3 
+137 
+240 
+ 89 


Imports Exports 


& 
September ......... _ 
October 4 17 


October’s favorable showing was 
due to an export total of 365,900,000 
marks—the highest for any month 
during 1934 except March—and to an 
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import total of 340,500,000 marks— 
the lowest for any month during 1934 
except August. The total adverse bal- 
ance for the first ten months of 1934, 
however, still amounted to 250,000,000 
marks. The import reduction in Octo- 
ber was contrary to the usual seasonal 
trend, and was especially notable in 
raw materials and finished goods. 
Cotton imports were almost entirely 
eliminated. On the other hand, the ef- 
fect of the drought forced a 25 per 
cent increase in the importation of 
food, compared with the preceding 
month. 

Exports rose mainly in finished 
goods, principally machines, chemicals 
and iron products; textile exports 
dropped, in part, it was believed, be- 
cause of world-wide suspicion of Ger- 
man substitutes. Exports increased 
chiefly to Italy, Russia, France, Aus- 
tria, Denmark, Japan and Argentina. 

American exports to Germany for 
the first nine months of the year 
dropped from 361,200,000 marks in 
1933 to 321,000,000 in 1934. Total 
German imports at the same time in- 
creased considerably. Though German 
debt payments to the United States 
were reduced, most other countries, 
having a favorable trade balance with 
Germany, could collect what was due 
them through clearance arrangements 
and were being paid in full or were 
receiving preferential treatment. 

American holders of Dawes bonds 
received in cash only half the interest 
due on Oct. 15, the other half being 
paid in scrip known as Dawes marks 
—“blocked” money usable only in 
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Germany for investments, traveling 
expenses and so on. Holders of Young 
bonds were paid only one-sixth of the 
interest due on Dec. 1, the rest being 
payable in the same restricted blocked 
marks. American holders of other 
German bonds have had even less com- 
fort. Germany has bought back all 
scrip issued in part payment of the 
interest on these bonds except that 
held in the United States. 

Repurchase of the scrip issued for 
the period from July 1 to Dec. 31, 
1933, and redeemable at 50 per cent of 
its nominal value was suspended on 
Aug. 25, 1934. Scrip issued for the 
period from Jan. 1 to June 30, 1934, 
and redeemable at 67 per cent has 
never been issued in the United States 
because Germany failed to register 
it here. For the period since July 1, 
1934, Germany has offered to pay in- 
terest in new funding bonds. Since 
most other countries collect interest 
direct, only the British and Americans 
are really interested in these new 
bonds. By a recent trade agreement 
with Germany, the British exacted a 4 
per cent rate, but Americans will re- 
ceive only the original 3 per cent. 

Dr. Schacht’s policy, according to 
American financiers in Berlin, seems 
to be threefold: To rid Germany of 
her foreign debt; to reorganize Ger- 
many’s foreign trade along lines of 
balanced bilateral trade, which will 
force each country to buy from Ger- 
many as much as it sells to Germany, 
even if this necessitates increasing 
German self-sufficiency; and to use 
Germany’s debts and her buying pow- 
er to promote her political interests. 

By this policy, according to these 
same American financiers, Dr. Schacht 
has reduced the total of German 
bonds in American hands from $1,200,- 
000,000 to probably less than $600,- 
000,000, of which $200,000,000 is in 
Dawes and Young bonds. Since inter- 
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est on the remainder is paid in 3 per 
cent funding bonds, Germany’s imme- 
diate obligations to Americans have 
been reduced from $24,000,000 a year 
to about $720,000. It is estimated that 
Germany’s total foreign indebtedness 
has been reduced from a maximum of 
some 27,000,000,000 marks to less 
than 8,000,000,000. Unless other trou- 
bles overtake her, she may be able, 
within a few years, to eliminate her 
whole foreign debt. 

Secretary of State Hull sent a sharp 
note of protest on Nov. 24 complain- 
ing of discrimination against Ameri- 
can holders of German securities. But 
it appeared to have no immediate 
effect. Germany is still hoping, how- 
ever, to reach a trade agreement with 
the United States by which a reduc- 
tion of the American tariff will enable 
her to send more goods to America 
with which to buy more American 
cotton. Possibly there might be an ar- 
rangement by which American cotton 
could be bartered for German goods. 
Otherwise the United States will lose 
one of its best foreign markets for 
cotton. 

German statistics published on Nov. 
14 showed that the share of the 
United States in German cotton im- 
ports had dropped from 85 per cent 
in 1926 to 61 per cent in the first 
three quarters of 1934. Egypt’s share 
had risen from 5.5 per cent in 1932 to 
9.4 per cent in 1934, and British In- 
dia’s from 6.4 per cent in 1932 to 14.1 
per cent in 1934. 

With some countries Germany, 
owing to her inability to make cash 
payments abroad, has arranged for 
foreign trade by barter. The govern- 
ment of Costa Rica recently awarded 
a contract for cast-iron pipe to a Ger- 
man firm on the understanding that 
the payment would be used to pur- 
chase Costa Rican coffee for the Ger- 
man market. According to a report 
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from Panama on Nov. 20, a German 
firm offered Salvador an electric 
power and light plant in exchange 
for coffee. The plant, to be installed 
in San Salvador and exclusively owned 
and controlled by Salvadorians, would 
replace the electric service at present 
supplied by a company largely fin- 
anced in Canada. 

Germany’s internal business condi- 
tions showed improvement during the 
Summer and Fall months. Figures at 
the end of November indicated in- 
creased activity in almost all lines ex- 
cept textiles, where shortage of raw 
materials was beginning to be felt de- 
spite strenuous efforts to create artifi- 
cial substitutes like “vistra,” an artifi- 
cial fiber produced from wood and 
mixed with cotton and wool. The pro- 
duction of motor fuel from lignite or 
brown coal by a hydrogenation proc- 
ess of the German Dye Trust has made 
progress. Substitutes for many other 
products formerly imported were re- 
ported as passing from the experimen- 
tal to the practical stage. 

The output of steel ingots in October 
was 1,136,000 tons, compared with 
716,000 in the same month of 1933. 
German shipyards on Oct. 1 had 142,- 
000 registered tons under construc- 
tion—a year before the total was only 
31,000 tons. The bulk of foreign orders 
for tankers has been obtained against 
strong international competition. De- 
partment stores reported a turnover 
of 11 to 25 per cent above the corre- 
sponding period in 1933. The number 
of dwelling houses completed in the 
third quarter of the year was 67 per 
cent higher in 1934 than in 1933, and 
cement production for October was 
40 per cent higher than in 1933. 

This improvement in domestic busi- 
ness conditions was reflected in an 
encouraging excess of all taxes over 
the budget estimates and a consider- 
able increase over the taxes of 1933. 
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For the first six months of the fiscal 
year beginning April 1 the total tax 
revenue in 1934 exceeded that in 1933 
by 572,000,000 marks. But the gold 
and foreign exchange in the Reichs- 
bank remained almost stationary at 
about 78,000,000 marks, so that the 
coverage of the outstanding note cir- 
culation at the end of November, 
though slightly improved, was still at 
the ridiculous figure of 2.17 per cent. 

A Cabinet decree of Dec. 4, issued 
at the instance of Dr. Schacht, limited 
cash dividends on stocks to 6 per cent, 
or if the stocks have already been 
paying more than that, to 8 per cent. 
All earnings above these rates must 
be turned over to the Gold Discount 
Bank, which will invest them in gov- 
ernment loans. The funds thus drafted 
will remain, in theory at least, the 
property of the stockholders but not 
of the company, and will be admin- 
istered by the Gold Discount Bank as 
trustee and repaid after four years. 

This forced loan decree caused a 
sharp drop of market quotations on 
high priced stocks. It was expected to 
affect approximately 10 per cent of all 
German stock companies and to pro- 
duce some 40,000,000 marks a year. 
The Nazi press, justifying the decree, 
explained that most increases in stock 
earnings have been produced by the 
government’s “labor creation pro- 
gram,” and therefore the government 
should have the right to utilize a part 
to finance more “labor creation.” The 
decree is also regarded as a sop by 
Dr. Schacht to left-wing Nazi senti- 
ment in return for the preservation 
of private ownership of the banks and 
the elimination of direct Nazi control 
of business provided by the last busi- 
ness reorganization law. 


GERMAN CHURCH CONFLICT 


Dr. Goebbels, discussing the Protest- 
ant Church situation on Nov. 23, de- 
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clared: ‘We shall keep our finger out 
of this struggle.” A few days later 
Minister Goering said the police would 
no longer be used to support Reich 
Bishop Mueller’s adherents against 
the opposition pastors. The Nazi 
State, in accordance with Hitler’s per- 
sonal preference from the beginning, 
seems to have decided to adopt defi- 
nitely a neutral attitude between the 
two Protestant groups and to leave 
them, so long as they recognize the 
State’s authority, to come to a settle- 
ment, if they can, on their own ac- 
count. 

Though Reich Bishop Mueller’s au- 
thority has been gradually declining 
he has refused to resign. His measures 
against the opposition pastors during 
the past twelve months are now gen- 
erally recognized as illegal, even by 
the State authorities. Unless he can 
secure a newly elected legal ecclesias- 
tical ministry his position will be still 
further weakened. This loss of influ- 
ence was indicated on Nov. 26 when 
the authorities confiscated the current 
issue of his weekly periodical, The 
Gospel of the Third Reich, for advo- 
cating that everything should be done 
by the German Christians to obtain 
their ends and for calling on the Min- 
ister of Propaganda to prohibit the 
opposition from holding public meet- 
ings. Dr. Goebbels had already stated 
that both conflicting groups should 
cease to disturb the Third Reich by 
airing their disputes in public meet- 
ings. 

Dr. Karl Barth, distinguished Swiss 
theologian of Bonn University, was 
suspended from his professorship on 
Nov. 26 by Dr. Rust, the Prussian 
Minister of Education, on the ground 
that he refused to take the oath of 
personal loyalty to Chancellor Hitler 
as prescribed by a law of Aug. 20, 
1934. Dr. Barth was one of the earli- 
est Protestant theologians to speak 
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out vigorously in defiance of the Nazi 
tenets and efforts to control the 
church. He has written many books, 
lectured to enthusiastic crowds of stu- 
dents and done much to revivify 
Christianity in the twentieth century. 

The German Government again 
came into conflict with the Vatican 
early in November over an alleged 
violation of the Concordat. Two 
priests, professors at the Braunsberg 
Catholic University, a State institu- 
tion in East Prussia, issued a state- 
ment fully approving the government’s 
sterilization law. The Holy See, whose 
view is diametrically opposed to that 
law, promptly deprived both men of 
their status as teachers and forbade 
them to continue the exercise of their 
priestly offices. Instead of dismissing 
both, as required by the Concordat, 
the government simply made the an- 
nouncement that “both professors are 
still in office.” 


THE GERMAN LABOR FRONT 


The German Labor Front was given 
increased powers by a decree issued 
by Chancellor Hitler on Oct. 24. This 
organization, which absorbed labor 
unions and employers’ associations, 
more than a year ago seized hundreds 
of millions of marks in property and 
cash of the former labor unions. It 
was less effectual in seizing the prop- 
erty of the employers’ associations. 
In connection with the new decree, 
therefore, Hitler warned the employ- 
ers’ associations that the year granted 
for winding up their affairs was near- 
ly over and that they must join the 
Labor Front before the end of 1934. 
He insisted that both employers and 
workers join as “members with equal 
rights.” 

The decree gave the Labor Front 
the right to arbitrate all labor dis- 
putes, including questions of wages, 
furloughs or mistreatment. In theory 
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this was supposed to assure industrial 
peace and justice in line with the Na- 
tional Socialist principle of “the com- 
mon good before the individual good.” 
But German employers were fearful 
of the consequences. They felt that 
they had been tied hand and foot to a 
labor organization in which they had 
merely a nominal voice, for if they 
were to vote they would be defeated 
19 to 1. Only when the Labor Front 
is incapable of arbitrating a question 
successfully is decision to rest with 
one of the thirteen regional Trustees 
of Labor, who are as a rule appointed 
from, and sympathetic with, the em- 
ployer class. 

The new decree marked a decided 
move toward the Left in labor mat- 
ters. It was said to have caused sharp 
divisions among Nazi leaders. On one 
side was Dr. Robert Ley, head of the 
Labor Front, who was sensitive to the 
dissatisfied and disillusioned workers 
who must be conciliated; on the other 
was Dr. Schacht, who was conscious 
of the desires and difficulties of big 
business. The approaching Saar plebi- 
scite, in which union labor will have a 
big vote, and the steadily rising cost 
of living probably made the Chancellor 
decide that these concessions to labor 
were prudent. 


THE DANZIG NAZIS 


Bitterly contested elections in two 
of the agricultural districts of the 
Free City of Danzig on Nov. 18 
showed Nazi gains. The elections, 
which ordinarily would have only a 
local interest, attracted attention be- 
cause they were held under the old 
free democratic system which gave all 
parties full play at the polls, and be- 
cause they are the first Danzig elec- 
tions for more than a year. They thus 
threw some light on the power of the 
Nazis in a free election and on their 
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chances in the Saar plebiscite on Jan, 
13, 1935. 

In the Danzig Niederung district 
the Nazis increased their vote to 79 
per cent of the total ballots, as com- 
pared with 62.5 per cent in May, 1933. 
The recent vote was: Nazis, 11,610; 
Catholic - Nationalists, 956; Social 
Democrats, 1,575, and Communists, 
473. In the Grosses Werder district 
the Nazi vote increased from 60 per 
cent to 77 per cent: Nazis, 18,102; 
Catholic-Nationalists, 2,186; Social 
Democrats, 2,079; Communists, 830, 
and Polish, 255. The Nazis regarded 
their victory as proof that the old 
party system was definitely ended. 

Dr. Hermann Rauschning, Presi- 
dent of the Danzig Senate and head of 
the Free State administration, re- 
signed office on Nov. 24. He had 
helped in bringing about friendly re- 
lations between Danzig and Poland 
and in paving the way for the Ger- 
man-Polish entente of February, 1934. 
He was at once succeeded in office by 
Arthur Greisser, who also represents 
the policy of “Peace with Poland.” 


SAAR MINES AGREEMENT 


Two important agreements were 
reached early in December which 
augur well for the peaceful solution 
of the Saar question. (See the article 
“The Fate of the Saar” on page 399.) 
The first relates to Germany’s repur- 
chase of the Saar mines, which now 
belong to the French Government. 
The Versailles treaty provided that, 
if the plebiscite went in favor of Ger- 
many, she was to buy back the mines 
at a price fixed by experts, paying 
for them in gold within a year. This 
had been regarded as a thorny prob- 
lem because of the difficulty of arriv- 
ing at a price that would be regarded 
as just by both parties and because 
of Germany’s lack of funds for pay- 
ments abroad. It was feared that hag- 
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gling over this repurchase question 
might, even after the plebiscite, long 
delay a final settlement. 

An agreement, however, was reached 
at Rome on Dec. 3 between Count de 
Chambrun for France and Ambassa- 
dor von Hassell for Germany, in con- 
sultation with Baron Aloisi, the Italian 
chairman of the League of Nations 
Special Commission on the Saar prob- 
lem. If the plebiscite goes in favor of 
Germany she will pay France 900,- 
000,000 French francs as settlement 
for the mines and all other French 
credits in the Saar. The French 
agreed to accept 11,000,000 tons of 
coal during the next five years as part 
payment. Part of the rest of the pay- 
ment will presumably be made by 
German acceptance of the French 
francs now circulating among Saar- 
landers. German marks will be ex- 
changed for those francs, which will 
then be used to pay France. 

Germany also agreed to extend to 
the non-voting population of the Saar 
the same guarantees promised to the 
voting population at Geneva on June 
4; to respect all rights acquired by 
Saarlanders in regard to social insur- 
ance and State aid; and to extend to 
the whole Saar population, regardless 
of race, religion or political belief, full 
guarantees against persecutions or re- 
prisals of any sort for one year. This 
guarantee is to be supervised by the 
Supreme Plebiscite Tribunal. 

The second important agreement 
was Great Britain’s dramatic an- 
nouncement at Geneva on Dec. 5 that, 
contrary to her previous policy, she 
was willing to send a military force 
to aid in preserving order during and 
immediately after the plebiscite, on 
the theory that it is better to prevent 
disorder than to call in troops after 
it occurs. The British contingent will 
be augmented by contingents from 
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countries other than France or Ger- 
many. Mr. Knox, the president of the 
Saar Governing Commission, will thus 
be provided with the international 
police force he has so much desired. 
It may also afford a precedent for 
the League of Nations in the use of 
an international army. 


AUSTRIAN DIET MEETS 


Two of the advisory bodies for 
which provision was made in the new 
Austrian Fascist Constitution assem- 
bled for the first time late in Novem- 
ber. The State Council, composed of 
fifty-four non-elected members drawn 
largely from among aristocrats and 
wealthy business men, met behind 
closed doors on Nov. 27. Count Ru- 
dolf Hoyos as president spoke of 
the government’s long-continued war 
against Socialists and Nazis and 
against “the undesirable development 
of democracy, which, as in almost 
every country in Europe, was an 
enemy of the State.” 

The Bundestag, or Federal Diet, 
came together for the first time on 
Nov. 30. This body, which is the near- 
est approach Austria now has to a 
Parliament, consists of members se- 
lected from the four advisory coun- 
cils, of which the Council of State is 
one. It may approve or reject bills 
submitted by the government, but 
may not alter them. If the Bundestag 
rejects a bill, the government may go 
over its head by appealing to the peo- 
ple in a plebiscite. 

On Dec. 5 Karl Seitz, former Mayor 
of Vienna and head of the Socialist 
party, was released after ten months’ 
imprisonment. Jailed in connection 
with the suppression of the Socialists 
last February, Herr Seitz was held 
without trial or charge and has now 
been released by the government, ac- 
cording to some observers, only so 
that he would not die in prison. 





Spain Moves Toward Fascism 


By WILLIAM E. LINGELBACH 
Professor of European History, University of Pennsylvania 


ernment continued the work of 
repairing the peace shattered by the 
October insurrection. Reports of in- 
vestigating commissions revealed an 
appalling destruction of life and prop- 
erty. All told about 3,500 were killed 
——mostly in Asturias—more than 10,- 
000 were wounded and property worth 
4,000,000,000 pesetas (over $500,000,- 
000) was destroyed. The government 
decided to proceed at once with the 
work of restoration in the Province of 
Asturias. The city of Oviedo will have 
to be almost entirely rebuilt. 

Punishment administered to the 
leaders of the insurrection has been 
relatively mild. True, the death sen- 
tence was restored, and two persons 
were executed by firing squads, but 
the death sentence of twenty-one 
others was commuted to life imprison- 
ment. In protest against the execu- 
tions Syndicalist labor unions ordered 
a strike for Nov. 6. But the response 
was feeble; the Socialist Workers Fed- 
eration refused to join, and the Syn- 
dicalists themselves appeared dis- 
heartened and cowed. 

On its part the government took no 
chances. Martial law was maintained 
for another month and a division of 
shock troops, 18,000 strong and 
equipped with up-to-date arms, motors 
and airplanes, was organized to deal 
with any future uprising. These 
picked troops will be able to reach any 
part of Spain within ten hours. Sol- 
diers and civil guards who remained 
loyal during the October uprisings 


eee November the Spanish Gov- 
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have been rewarded by promotions, 
and a public subscription has been 
raised for the dependents of those 
killed in the performance of duty. 

The insurrection has had a marked 
effect on the political parties and on 
the attitude of the public regarding 
social and economic reforms. In the 
Cortes, as throughout the nation, the 
parties of the Right have been greatly 
strengthened. Premier Lerroux, repre- 
senting the Conservative Republicans, 
has gained in prestige and power, and 
it is doubtful whether even Catholic 
Popular Action could now take over 
the government without him. His 
strength is much greater than his 
party representation of 77 indicates. 
Besides, temporarily at least, he has 
the full support not only of Catholic 
Action, which numbers 115, but of 31 
Agrarians and 10 Liberal Democrats, 
a total of 233, against a Leftist Oppo- 
sition badly weakened by the failure 
of the revolt. 

Nearly all Opposition seats were va- 
cant when the Cortes met on Nov. 
6, the Left leaders having decided 
not to participate in the work of the 
government until martial law is with- 
drawn and censorship of the press 
removed. The Basque Nationalists at- 
tended only to protest against the 
censorship, and then abstained from 
voting. On the extreme Right are 
about seventy-five Deputies, many of 
them engaged in the formation of an 
organization looking toward a sort of 
Fascist dictatorship, the substitution 
of a Council of Corporations for the 
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Cortes, and possibly the restoration 
of the monarchy. 

Premier Lerroux obviously con- 
tinues as head of the government only 
on sufferance of the Catholic leader 
Gil Robles. For the present an under- 
standing exists between the two, Pre- 
mier Lerroux having actually referred 
to Gil Robles as “my successor.” Gil 
Robles, content with three represen- 
tatives of his party in the Ministry, 
is now devoting his energy to build- 
ing up his party throughout the na- 
tion for the time when he will himself 
take over the government. 

Gil Robles delivered a speech before 
the Cortes early in November which 
was highly significant in view of his 
steadily growing strength. After an- 
nouncing his support of a motion of 
confidence in the Ministry, he launched 
forth in a bitter attack on the parties 
of the Left for having treasonably 
taken advantage of their position un- 
der the Azania government to prepare 
for the uprising. In order to win the 
people away from socialism he pro- 
poses economic and social reforms— 
social legislation freed from socialism, 
labor unions of a non-political char- 
acter and land reform. He even ac- 
cepts the possibility of splitting up 
the great estates, but on scientific lines 
based on social and agricultural needs, 
rather than according to socialistic 
theory. In education Gil Robles de- 
mands “liberty of teaching” and the 
right of all faiths to teach, each to 
receive aid from the State in propor- 
tion to the number of pupils. Taken in 


493 


conjunction with the surprising state- 
ment on agrarian reform made in the 
Cortes two weeks later by Manuel 
Jiminez Fernandez, Minister of Agri- 
culture and member of Catholic Ac- 
tion, the speech by Gil Robles shows 
that the party is committing itself to 
a program very much like that of 
Christian Socialists in general. 

On Nov. 17 Foreign Minister 
Ricardo Samper and the Minister of 
War, Diego Hidalgo, resigned because 
they were censured for failing, as 
members of the Samper government, 
to take precautionary steps in Sep- 
tember to prevent the insurrection of 
October. For the time being the Cabi- 
net problem was settled when Premier 
Lerroux himself took over the two 
portfolios. 

Angered by the unfavorable reports 
of Spanish affairs in the foreign press 
the government during November set 
out to curb foreign correspondents. 
Miss Wolf of Het Volk, Amsterdam, 
and Hans Joel of Politiken, Copen- 
hagen, were arrested and expelled 
from Spain as undesirables. On Nov. 8, 
Reginald Calvert, correspondent of 
the London Daily Telegraph, was ar- 
rested in Madrid, as was Mlle. Thiery, 
a correspondent of L’Oeuvre, Paris. 
The most drastic move came when 
Miss Ellen Wilkinson, former Labor 
member of the British Parliament, 
and the Earl of Listowel were forbid- 
den to investigate atrocities in Madrid 
said to have been committed during 
the suppression of the October upris- 
ings. 


Italy’s Corporative State 


HE Fascist Corporative State was 
finally completed when on Nov. 12 
in the great Hall of Julius Caesar on 
the Capitoline Hill Premier Mussolini 
formally opened the General Assem- 


bly of Corporations. This body con- 
sists of the representatives of the 
twenty-two “Corporations of Cate- 
gories’—that is, representatives of 
labor and capital from 347 branches 
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of agriculture, industry, commerce 
and the professions. A few members 
were present in their capacity as ex- 
perts and technicians or as leaders 
in the Fascist party. 

The machinery has been set up 
through which the Corporative State 
will function and for which the foun- 
dations were laid eight years ago in 
the “Legal Discipline of Collective 
Labor Relations Law” of April, 1926. 
In 1927 the great “Charter of Labor” 
was added, and in 1928 the Electoral 
Reform Law was enacted to integrate 
the new system of economic corpora- 
tions with the political functions of 
the State. Above the General Assem- 
bly of Corporations is the National 
Council of Corporations. There is 
much speculation as to which body 
of the Corporative State will replace 
the still existing Chamber of Depu- 
ties. 


Mussolini, in his opening address, 


informed the Assembly that the occa- 
sion was “perhaps the most imposing 
event in the history of Italy,” and 
“the most unprecedented in the his- 
tory of any country. The last century 
proclaimed the equality of all men 
before the law. The Fascist century 
maintains and indeed consolidates that 
principle, but adds to it another no 
less fundamental—the equality of all 
men before labor, viewed as a duty 
and right, as a creative joy that must 
widen and ennoble existence, not 
mortify and depress it.” “The Fascist 
experiment,” he declared, “will be 
copied by the rest of the world, and 
inevitably lead to the repudiation of 
the old political State system.’”’ How- 
ever that may be, the Fascist State as 
now organized and functioning un- 
doubtedly represents the most thor- 
oughgoing regimentation of economic 
and social forces as yet undertaken 
by any country except Russia. 

In the Assembly of Corporations, 
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each Corporation constitutes a Direc. 
torate or governing body for a partic- 
ular field in the national economic 
life. The Corporations are given ex- 
tensive powers to plan and direct pro- 
duction and distribution in their re- 
spective spheres and to regulate costs, 
prices, imports and exports. Thus the 
Corporation of Textile Products is pre- 
paring a program for the defense of 
the silk and cotton industry with spe- 
cial reference to exports, Japanese 
competition, utilization of hemp and 
other domestic textile fibers as substi- 
tutes for imported materials, the regu- 
lation of retail trade and the develop- 
ment of more effective cooperation be- 
tween the different textile industries. 
The Corporation of Cereals is setting 
up controls of grain markets, prices, 
contracts, conditions of the milling 
industry and bread distribution. 

One of the objectives of the Corpo- 
rations, Mussolini said, was to in- 
crease without delay the power of the 
nation, for “in spite of our desire for 
collaboration and peace, Europe will 
again arrive at the cross-roads in its 
destiny.” On Oct. 30 Mussolini an- 
nounced the creation of the Wolf Ba- 
lilla—Sons of the Wolf—to include 
the 1,500,000 Italian boys between the 
ages of 6 and 8. They will be given 
military and Fascist training in prep- 
aration for entering the regular Ba- 
lilla, which consists of boys between 
8 and 14. The teachers in all Italian 
elementary schools, both men and 
women, have been ordered to wear 
the uniform of officers either of the 
Balilla organizations or of the Fascist 
militia. In secondary schools and 
colleges army officers in uniform now 
occupy the platforms of the teachers 
during the period of compulsory mili- 
tary courses prescribed by the decree 
of Sept. 18. No promotion or gradua- 
tion is possible without satisfactory 
completion of the military courses. To 
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offset this extensive military training 
in the schools, Mussolini announced 
that, beginning on Jan. 1, the regular 
period of military service in the army 
would be reduced from eighteen to 
twelve months. There are no exemp- 
tions from this service. 

During November King Victor 
Emmanuel III visited Somaliland and 
other Italian colonies. The occasion 
naturally brought to the fore Musso- 
lini’s colonial ambitions and the oft- 
repeated claim that these embraced 
both Asia and Africa—Asia because 
of threatened Japanese expansion into 
Africa, especially Abyssinia, and 
Africa because there in particular 
Italy has large interests. It has been 
announced that Libya will henceforth 
consist of four large provinces— 
Tripoli, Mesurata, Bengazi and Berna. 
A special military command will be 
created for the southern area, and 
the entire administration will be cen- 
tralized in the hands of Marshal 
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Balbo. Plainly Italy is becoming “co- 
lonial minded.” 

The Italo-French pact involving the 
settlement of many points of dispute 
between the two peoples is said to be 
nearing completion. 

In financial matters also Italy is 
drawing closer to France in order to 
maintain the gold standard. Signifi- 
cant, too, is the flotation of a large 
new property loan, which will reduce 
interest on such loans from a maxi- 
mum of 6 per cent to a maximum of 4 
per cent. Between Nov. 21 and 27 the 
Italian Treasury issued bonds to the 
amount of 2,000,000,000 lire (about 
$170,000,000) to meet the gold deficit 
in the national budget and to make 
possible the carrying out of the public 
works program in Rome and other 
cities. The interest rate is 4 per cent, 
but despite this the issue was soon 
oversubscribed. The new loan brings 
the domestic debt to 105,000,000,000 
lire (approximately $9,000,000,000). 


Poland’s Struggle for Solvency 


By FREDERIC A. OGG 


E Polish budget for 1935-36 was 

"lh aaa early in November at a 
meeting of the representatives of the 
Non-Partisan Bloc of Cooperation with 
the Cabinet. Expenditures were esti- 
mated at 2,132,861,600 zlotys and rev- 
enues at 1,983,743,700, leaving a deficit 
of about 150,000,000 zlotys. Of the 
contemplated expenditures, 761,000,000 
zlotys—-more than a third of the total 
—was allotted to the Ministry of War. 
The struggle with the deficit, Pre- 
mier Leon Kozlowski explained, is 
being carried on “steadily and obsti- 
nately,’”’ and with appreciable success. 
In 1933-34, the shortage was 337,000,- 
000 zlotys; in the current fiscal year, 


223,000,000. In coming years, it was 
predicted, the sums will be further cut 
down, until in the near future a bal- 
ance will be achieved. Only by further 
reducing the salaries of government 
employes or by sharply curtailing the 
public services, to the impairment of 
the country’s cultural level and inter- 
national position, could a balanced 
budget have been attained for the 
coming year. Such measures the gov- 
ernment did not deem justifiable. The 
prospective deficit, it was promised, 
will in no way affect the currency nor 
the gold standard. 

One method by which the govern- 
ment hopes to escape recurring defi- 
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\ cits is that of agricultural relief, there- 
by making the peasants and land- 
owners better taxpayers. The relief 
program began in 1932 with the pas- 
sage of a law decreasing interest on 
mortgages. Another measure in 1933 
extended to three years short-term 
credits for farmers. More recently, in 
1934, arrangements were made to con- 
vert peasants’ and landowners’ debts 
into fifty-year mortgages bearing 414 
per cent interest. This was calculated 
as tantamount to a 50 per cent reduc- 
tion in the burden of indebtedness. 
Under the new reform, the smallest 
holders will enjoy the most privileges, 
with owners of medium-sized farms 
coming second and the largest pro- 
prietors last. 

The extreme backwardness of Polish 
agriculture is indicated by the fact 
that practically no advanced market- 
ing facilities have been developed; in 
the absence of commission houses, the 
urban population buys its food direct 
from the peasants. Land prices, too, 
are amazingly high. Within a radius 
of fifty miles of Warsaw, it is difficult 
to find good land costing less than 
$200 an acre. Automobiles are owned 
by hardly any of the rural inhab- 
itants. A Ford costs approximately 
$2,000 and gasoline is 50 cents a gal- 
lon. Indeed Poland, with a popula- 
tion of 33,000,000, has only about 30,- 
000 motor cars, and since 1929 the 
number has been declining. 

It has been rumored in Warsaw 
that, after nearly ten years of self- 
imposed exile, ex-Premier Ignace 
Paderewski will return to the land 
which he served so conspicuously in 
early post-war years. It is felt, fur- 
thermore, that the government sore- 
ly needs the advice and guidance he 
might give. Marshal Pilsudski long 
ago abandoned speaking and writing, 
and while his hand is still on the 
helm, it is growing feebler and the 
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country conspicuously lacks a strong 
moral figure. 

Public affairs are admittedly in a 
less satisfactory condition than a few 
years ago. The prolonged economic 
crisis has taken its toll; excessive gov- 
ernmental interference with business 
has discouraged enterprise; the rift 
between the ruling party and the mass 
of the people is believed to be growing 
deeper every day. Whether M. Pade- 
rewski will set foot again on his native 
soil will be for him to say. The last 
time he did so, in 1924, the parties of 
the Left—the present rulers—did not 
want him, and the parties of the Right 
did not come out openly for him. 
When efforts were made in New York 
in 1932 to enlist his interest in the Po- 
lish Presidential campaign then in prog- 
ress, they failed completely. If Pade- 
rewski does return, some of his friends 
say, it will be to demand restoration of 
a constitutional system, of parliamen- 
tary government and of civil liberty, 
together with a foreign policy more in 
accord with the country’s interna- 
tional obligations and interests. 

The birth rate, which has fallen 
steadily since 1930, has at last turned 
upward and, combined with a still de- 
clining death rate, has given Poland a 
net natural increase in population of 
208,121 in the first half of 1934 as 
against 184,975 in the corresponding 
period of the previous year. 


GERMANS IN CZECHOSLOVAKIA 


A new German party, the Sudete 
Home Front, has recently appeared in 
Czechoslovakia and promises to be of 
considerable significance. Two Ger- 
man parties—the German Agrarians 
and the German Social Democrats— 
have for years collaborated with the 
Czechoslovaks and both are represent- 
ed in the Cabinet. But since the Ger- 
man Nationalists failed to maintain 
their seats in Parliament, and espe- 





GERMANS IN CZECHOSLOVAKIA 


cially since a section of the German 
National Socialists was dissolved 
about two years ago, there has ex- 
isted, as a writer in the Central Euro- 
pean Observer remarks, “‘a large float- 
ing mass, as it were, of unattached 
German opinion, tired of the old dis- 
sensions and disloyalties, and anxious 
to play a role in the country’s affairs 
on a practical basis.” To organize this 
opinion is the object of Konrad Hen- 
lein, the new party’s founder. 

Originally Herr Henlein conceived 
of an organization of loyal Germans 
that would stand: above parties. But, 
for various reasons, he decided that 
the form and character of a political 
party would serve best, though it 
would be dedicated to conciliation and 
mutual confidence between Germans 
and Czechoslovaks. With this object 
in view the new organization fully 
accepts the Czechoslovak Republic and 
its frontiers, favors the existing dem- 
ocratic-republican form of govern- 
ment, rejects fascism and the concept 
of totalitarianism, opposes a Habs- 
burg restoration, and upholds civil lib- 
erties. Although the party advocates 
decentralized administration for dis- 
tricts with large German populations, 
it does not demand regional auton- 
omy. Beyond these main points, the 
party program is still nebulous, but 
its general principles give it distinc- 
tion. The first great open-air mass 
meeting, held at Ceska Lipa (Leipa) 
during the last week of October, at- 
tracted 20,000 supporters. 

If any doubts exist concerning the 
gravity of Europe’s new race for ar- 
maments, they should be dispelled by 
the recent budget debate in the Czech- 
oslovak Parliament. Impelled by her 
geographical situation and by the sen- 
timents of her people, Czechoslovakia 
has been disposed to remain a pacific 
nation. But a change is occurring. 
Though Foreign Minister Benes de- 
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clared that for the slogan, “If you 
want peace, prepare for war,” he 
would like to substitute “If you want 
peace, prepare for peace,” he admitted 
that there are times in the life of a 
nation when to neglect preparation 
for defense amounts to an invitation 
to war. Czechoslovakia must there- 
fore make ready to resist attack. 
Bohumil Bradac, Minister of War, 
spoke more specifically, saying that 
it has become necessary to fortify cer- 
tain particularly vulnerable towns. He 
announced that the fortifications will 
be begun in the Spring, and predicted 
that the army general staff will find it 
necessary to insist upon prompt intro- 
duction of a two-year period of uni- 
versal and compulsory military ser- 
vice. 

Serious clashes between Czech and 
German students at Prague Univer- 
sity on Nov. 24-26 bore witness to the 
tension created by a recent order of 
the Czechoslovak Government to the 
German university to hand over its 
historic insignia to the Czech univer- 
sity. The transfer, accompanied by 
renewed disorders, was made on 
Nov. 26. 


RUMANIAN AFFAIRS 


At the conclusion of a meeting of 
the Foreign Ministers of the four 
signatories of the Balkan Pact—Ru- 
mania, Greece, Yugoslavia and Turkey 
—at Ankara on Nov. 1, M. Titulescu 
of Rumania said that he doubted 
whether, as has sometimes been sur- 
mised, the Balkan group and the Lit- 
tle Entente would ever unite. The 
ultimate aim of both affiliations is, 
he said, the maintenance of peace, but 
in spheres so distinctly separate that 
it would be absurd to ask the signa- 
tories of one pact blindly to shoulder 
the responsibilities of the other. In- 
dividually, he added, the countries of 
the Balkan group are poor and devoid 
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of both the military forces and the 
population to protect their interests. 
United, however, they constitute a 
moral force able to discourage any 
tampering with the peace of Eastern 
Europe. That there are definite com- 
mitments of a military nature he re- 
fused to concede. 

When the French Government, on 
Nov. 21, canceled an order for the 
expulsion of Puju Dumitrescu, for- 
merly King Carol’s secretary and close 
personal friend, M. Titulescu scored a 
victory over Mme. Magda Lupescu 
from which he undoubtedly derived 
considerable satisfaction. Having 
quarreled with the King’s favorite 
over charges that she interfered too 
much with affairs of State, M. Dumi- 
trescu found it expedient to take up 
residence in Paris. When it was ru- 
mored that he intended to publish 
some embarrassing documents in the 
Bucharest press, his quarters were 
searched and his deportation ordered. 
On demand of M. Titulescu, however, 
King Carol saw to it that the order 
was rescinded. It was, indeed, largely 
on account of his resentment over M. 
Dumitrescu’s treatment that the For- 
eign Secretary precipitated the Minis- 
terial crisis of Oct. 1-2. 


LIBERAL HOPES IN YUGOSLAVIA 


There is a general understanding 
in Yugoslavia that Prince Paul, the 
most influential of the Regents, favors 
reconciliation with the Croats and Slo- 
venes and a gradual restoration of 
parliamentary government. Acting on 
this belief a notable group of Yugo- 
slav churchmen, professional men, pol- 
iticians and former government offi- 
cials formally petitioned the Regency 
on Nov. 10 to relax the stern régime 
of the late King Alexander and to lib- 
erate political prisoners. They also 
asked for free municipal elections that 
the people might have a long-deferred 
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opportunity to express their real po- 
litical ideas and desires. The country’s 
economic difficulties, it was said, are 
made harder to bear by the excesses 
of police and petty local officials. The 
petition went so far as to suggest that 
political amnesty be broad enough to 
include the famous Croat Peasant 
leader, Dr. Viadko Matchek, who was 
sent to prison in 1933 to serve three 
years for treason. 

As yet there have been no definite 
developments, and popular impatience 
in Croatia has expressed itself by stu- 
dent demonstrations in Zagreb. It was 
considered significant, however, that 
early in November Prince Paul had 
lengthy conversations with the Slo- 
vene leader, the Rev. Anton Koro- 
shetz, with Dr. Matchek, with the Bos- 
nian leader, Spaho, and with other 
prominent members of former Oppo- 
sition parties. At the middle of the 
month it was rumored that amnesty 
would presently be granted to all po- 
litical émigrés who had not taken 
part in active hostilities against the 
régime. Presumably the revival of re- 
gional Croatian or Slovene parties 
would not be tolerated. 


EXCHANGE OF POPULATIONS 


The members of the mixed commis- 
sion for the exchange of Turkish and 
Greek populations announced early in 
November the completion of its ar- 
duous labors. Set up by the Treaty of 
Lausanne, the commission in October, 
1923, began its work of supervising 
the removal of 700,000 Greeks living 
in Turkey to Greece and of 350,000 
Turks living in Greece to Turkey. 
Thus was to be solved the problem of 
Greek and Turkish minorities in a pe- 
riod when the two countries were still 
constantly at odds. The mere provi- 
sion of transport arrangements was a 
tremendous task, but the real diffi- 
culty began when problems of na- 
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tionality and property rights were 
taken up. It is doubtful whether the 
project could ever have been com- 
pleted had not Greco-Turkish rela- 
tions improved so much that in 1930 
it became possible for property claims 
on the two sides to be canceled against 
each other. Greece then paid Turkey 
a balance of over $1,000,000. Never- 
theless, four more years were re- 
quired to liquidate the undertaking, 
easily the most ambitious thing of the 
kind ever attempted. Only Istanbul 
and Thrace were excepted from the 
exchange of population, 74,000 Greeks 
being permitted to remain in the 
former and 106,000 Turks in the 
latter. 

Charges that Greek minorities were 
being mistreated in Albania led to 
serious anti-Albanian agitation in va- 
rious parts of Greece during Novem- 
ber. The heart of the difficulty was 
the discharge of Greek teachers in 
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Albanian schools and the resulting ob- 
jection of Greece to the teaching of 
the children of her nationals by Mos- 
lem instructors in the Albanian civil 
service. A League of Nations commit- 
tee has been appointed to investigate 
the matter. 

Fourteen persons, including two po- 
lice officials, were placed on trial on 
Nov. 23 in the Piraeus court house for 
the attempted assassination of ex- 
Premier Venizelos in June, 1933. M. 
Venizelos, who of late has spent very 
little time in Athens, remained in 
Crete, uncertain whether he would 
testify because of alleged danger from 
his political opponents in the capital. 
On Nov. 24 the trial was postponed, 
although the court overruled a motion 
for dismissal of the case on the ground 
that the accused had been in prison 
longer than the constitutional period 
allowed for holding persons awaiting 
trial. 


Fruits of Finnish Nationalism 


By RALPH THOMPSON 


characteristic of Finnish national- 
ism has shown itself again. Although 
Swedish-speaking undergraduates in 
the University of Helsinki number 20 
per cent of the total, the Finnish Cab- 
inet recently introduced a bill calling 
for further reduction in the use of the 
Swedish language there. Protests and 
petitions from Denmark, Iceland, Nor- 
way and Sweden availed little, for 
public sentiment was aroused. During 
November Helsinki police were forced 
to disperse several crowds of anti- 
Swedish demonstrators. 
The language controversy is not re- 
garded as likely to lead to interna- 


7. anti-Swedish sentiment long 


tional complications, but it reappears 
unfortunately soon after another Fin- 
nish move that Sweden regards with 
distrust. In mid-Autumn Finland inti- 
mated her desire to fortify the Aland 
Islands, which lie at the mouth of the 
Gulf of Bothnia, near Sweden. While 
Sweden apparently has no fears that 
the fortifications will be used against 
her, she believes that if Finland 
should become involved in a war with 
a third power Swedish interests might 
be gravely endangered. 

A breakdown of Finland’s always- 
strained trade relations with Germany 
was averted on Oct. 10 when a new 
clearing agreement came into force. 





500 


As it may be denounced on a fort- 
night’s notice, the settlement is obvi- 
ously makeshift. With other nations 
than Germany, Finland has been an 
increasingly successful trader. Ex- 
ports for the first ten months of 1934 
amounted to nearly $112,000,000, as 
against $95,000,000 for the corre- 
sponding period of 1933; imports were 
$85,000,000, as compared with $70,- 
000,000 in 1933. The favorable balance 
thus achieved was the highest ever re- 
corded. Among Finland’s customers 
Great Britain now stands first in both 
exports and imports. Germany has 
dropped to second place. 


LATVIAN DICTATORSHIP 


Six months of the dictatorship set 
up in Latvia under Karlis Ulmanis 
(see CURRENT History for July, 1934) 
came to an end on Nov. 15. In theory, 
with the completion of this half-year 
the “state of emergency” declared at 
the time of the coup d’état should 
have been revoked. But such has not 
been the case. Although a few conces- 
sions to democratic methods have 
been granted—for example, nine of 
the twenty-eight Latvian trade unions 
are now allowed to function under 
strict supervision—the Constitution 
remains practically suspended and 
representative government does not 
exist. On Nov. 18, Latvia’s Indepen- 
dence Day, great celebrations were 
held at home and among Latvians res- 
ident abroad, and high praise was 
heaped upon Premier Ulmanis for his 
masterly management of the country. 


NORWEGIAN FISHERIES PACT 


For twenty years or more there 
have been difficulties between Great 
Britain and Norway regarding fishing 
rights in their respective waters. Nor- 
way claimed that British trawlers 


damaged Norwegian gear; the British 
claimed that Norwegian courts ad- 
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judged their cases unfairly. To Nor- 
way the controversy was serious be- 
cause, in value, fish and fish products 
make up about 25 per cent of her ex- 
ports. In Great Britain the fishing in- 
dustry is not so important, but for the 
sake of her growing friendship with 
Scandinavian countries London was 
eager for an adjustment. 

This was finally accomplished on 
Nov. 5, when a new agreement was 
signed by Sir John Simon and the 
Norwegian Minister in London. The 
fundamental question of the extent 
of Norwegian territorial waters did 
not arise, Norway still claiming four 
miles and Great Britain declaring it 
should be three. But provision was 
made for settling individual disputes 
whether by British or Norwegian fish- 
ermen. Two boards are set up, one in 
Norway, one in the United Kingdom. 
Each board will have two members, 
one appointed by each country. The 
governments agree to do their best to 
see that their nationals abide by the 
recommendations handed down. 


NORWEGIAN ELECTIONS 


Municipal elections held throughout 
Norway on Oct. 15 resulted in sub- 
stantial gains for Labor. While the 
victory did not directly affect Labor’s 
position in the national government, 
it served as still another reminder 
that the Liberal Cabinet of Premier 
Mowinckel rests upon a precarious 
foundation. Yet Premier Mowinckel 
has succeeded in bringing Norway 
well along the road to recovery. The 
fiscal year 1933-34 ended with a gov- 
ernment surplus of 10,200,000 kroner 
(about $2,500,000), as compared with 
the previous year’s deficit of 37,000,- 
000 kroner. Foreign trade for the first 
nine months of 1934 exceeded that of 
the corresponding period in 1933 by 
66,000,000 kroner, although imports 
grew more rapidly than exports. 


Russia’s Quest for Security 


By EDGAR S. FURNISS 
Dean of the Graduate School, Yale University 


HAT are the objectives of the 

Soviet Union’s foreign policy? 
That is the question raised by Léon 
Archimbaud’s_ declaration in the 
French Chamber of Deputies on Nov. 
23 that Russia had promised France 
military assistance in case of war with 
Germany. European capitals, Berlin in 
particular, promptly concluded that a 
military alliance of the old type had 
been formed. This inference was sup- 
ported by M. Archimbaud’s assertion 
that the Red Army should be included 
in any appraisal of French defensive 
power against the Reich. Although 
Soviet officials refused to confirm this 
statement, their comment was So re- 
served as to leave doubts whether 
such an alliance did not exist. 

The incident confused students of 
international affairs because a Franco- 
Russian alliance would contradict 
what have been regarded as the prin- 
ciples of Soviet foreign policy. Soviet 
leaders have made no effort to con- 
ceal their distrust of the Nazi régime, 
and during the past year they have 
steadily moved toward closer affilia- 
tion with France. Yet the basic policy 
of the Soviet Union has always been 
the avoidance of entanglements with 
any power or group of powers likely 
to become involved in future conflict, 
and the promotion of general agree- 
ments of neutrality and non-aggres- 
sion. This concern for international 
harmony, based on the needs of the 
domestic program, embraces not only 
security from attack but stability of 
relations between foreign countries, 


for any European conflict would be 
disastrous to the Soviet Union. 
Recent Soviet activity in European 
affairs has been largely directed to- 
ward an Eastern Locarno pact that 
would guarantee the security of Rus- 
sia’s Western frontiers. Could an 
Eastern Locarno be realized, Soviet 
military strength would be increased 
in the Far East, where real danger 
lies. Thus far all efforts have been 
balked by the refusal of Poland and 
Germany to accept such an agreement. 
Poland hopes eventually to absorb 
certain regions of the Soviet Union, 
and Germany is discontented with her 
own Eastern boundary. Since German 
ambitions obviously affect Polish in- 
terests, both Germany and Poland 
must be parties to any general agree- 
ment regarding existing frontiers. 
The Soviet Union, by cultivating 
cordial relations with France, has 
sought to change the attitude of Ger- 
many and Poland. Russian acceptance 
of membership in the League of Na- 
tions was a step in this program, for 
France insisted that any non-aggres- 
sion agreement to which she was a 
party must be under the administra- 
tion of the League Council. Just be- 
fore M. Archimbaud’s startling an- 
nouncement to the Chamber of Depu- 
ties the French and Soviet Foreign 
Ministers conferred at Geneva. It was 
reported that they decided to make 
one last effort to induce Poland and 
Germany to join the Eastern Locarno; 
failure would cause France and Russia 
to conclude their own bilateral agree- 
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ment, committing France, in exchange 
for a Russian military guarantee of 
the original Locarno pact, to military 
support of the Soviet Union in case of 
European attack. 

Events had reached this stage when 
the premature announcement of a 
Franco-Soviet military alliance was 
made in the French Chamber. As far 
as is known the final steps for such 
an alliance have not yet been taken. 
Nor if a treaty is eventually signed 
will it create the old-fashioned type 
of alliance, since the obligation of 
either country to assist the other will 
depend upon who is the aggressor 
State as determined by the neutral 
members of the League Council. 
Finally, the immediate background of 
Franco-Soviet relations, as well as the 
development of recent Soviet foreign 
policy in general, makes it evident that 
the Union is still concerned primarily 
with the program of neutrality in 
Eastern Europe and that it is un- 
dertaking comparatively slight and 
innocuous obligations to France in ex- 
change for that country’s support of 
this project. 

The Soviet Union’s diplomatic strat- 
egy toward Germany promises suc- 
cess. The rapprochement with France 
is one, but not the most influential, 
item in the Soviet campaign to break 
down German opposition to Russian 
policy. Pressure exerted through the 
manipulation of Soviet foreign trade 
has been more effective. Germany in 
1933 supplied nearly 80 per cent of 
all Soviet imports from the West, but 
since the advent of the Nazis the situ- 
ation has greatly altered. During the 
first seven months of 1934 Soviet pur- 
chases in Germany fell to one-fifth of 
the figure for the same period a year 
before, and are estimated not to ex- 
ceed $12,000,000 for the. entire year. 
That this boycott of German wares is 
not a temporary policy is indicated by 
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the Russian Government’s extinguish- 
ing its credits in Germany. - 

This economic pressure on the Ger- 
man business world has already af- 
fected the Nazi attitude toward the 
Soviet Union. The aggressive anti- 
Soviet propaganda of last Spring and 
early Summer has ceased, while Nazi 
leaders have gone out of their way to 
bestow marked courtesies upon Soviet 
representatives in Germany. The Ger- 
man Ambassador to Moscow has as- 
sumed the same friendly attitude. 
Definite evidence of this change of at- 
titude was given a couple of months 
ago in the remarkable German offer 
of credit on terms more liberal than 
any yet extended to the Soviet Union. 
The amount offered was 200,000,000 
marks, and the credit was to run for 
five years with option of renewal for 
an additional two to five year period. 
But Soviet officials received this gen- 
erous proposal coolly, making it clear 
to Germany that the one indispensable 
condition for resumption of active 
trade was the Reich’s adherence to 
Russia’s scheme for the stabilization 
of international relations in Eastern 
Europe. The evident anxiety of the 
Nazi leaders to appease and conciliate 
the Soviet Union promises eventual 
success for this program. 

The Soviet Union’s relations with 
all other European nations are such 
that this neutrality program could be 
quickly consummated if the opposition 
of Poland and Germany were broken 
down. Until the progress of Soviet 
diplomacy during the past year is sur- 
veyed, one is likely to underestimate 
the gains that have been made. The 
small Baltic States are now on cordial 
terms with the Soviet Union and 
within the year the Little Entente 
as a group has begun to collaborate 
with Soviet officials to procure full 
reinstatement of Russia in the family 
of nations. 





RUSSIA’S QUEST FOR SECURITY 


The controversy with Rumania over 
the status of Bessarabia, which for 
many years proved an insuperable ob- 
stacle to friendly relations between 
the two countries, has been quietly 
dropped. Bulgaria’s resumption of 
normal relations with the Union after 
nineteen years’ interruption was 
marked on Nov. 23 by King Boris’s 
cordial reception of the new envoy to 
Sofia. Switzerland alone among Eu- 
ropean nations refuses to admit the 
Soviet Union to her good graces. 

Russia has also improved her rela- 
tions with Great Britain. One of the 
few remaining causes of dispute with 
this country was removed on Nov. 4 
by the settlement of the Lena Gold- 
fields controversy. The Union has un- 
dertaken to indemnify British inves- 
tors for losses incurred when this 
concession was canceled. 


THE SOVIET FOOD SYSTEM 


The end of 1934 was marked by 
changes in the internal economic con- 
dition of Russia which have a vital 
bearing on the common welfare. Most 
striking of these was the abolition of 
the bread-card system under which 
the purchase of food supplies by the 
Russian masses has been controlled 
and limited for many years. The Com- 
missariat of Internal Trade began in 
December to transfer the sale of 
bread and other grain products to the 
unrestricted open market. The first 
decrees were limited to 175 towns in 
which bread had been obtainable only 
on ration cards, but the announcement 
of the new policy forecast abolition 
of the ration system by the end of 
January, 1935. The change of policy 
is final proof of the success of the 
1934 harvest and the government’s 
grain-collection program. 

The significance of these changes 
to the common man cannot be over- 
estimated, since they open to him the 
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possibility of obtaining supplies of 
food without limitation by govern- 
mental authority at prices determined 
by the normal forces of trade. There 
is another aspect of the matter. The 
bread card system was an instrument 
of dictatorship which permitted the 
government to cut off the food sup- 
plies of any individual or social group 
which incurred its displeasure. With 
all breadstuffs now available in the 
open market these formerly proscribed 
classes are granted the right to life. 

The abolition of the bread card sys- 
tem was accompanied by a decree on 
Nov. 30 enacting a 10 per cent in- 
crease in all wages throughout the 
Union. This was done to compensate 
the workers for the expected rise of 
food prices after the withdrawal of 
the ration system. The bread cards 
set arbitrarily low prices on the lim- 
ited quantities of grain products that 
their holders could obtain. How much 
costs will rise under the influence 
of supply and demand in the open 
market is not known, though at the 
outset the new system tended to fix 
bread prices about midway between 
the former ration price and the prices 
set in the speculative markets. On this 
basis the workers will experience an 
increase of some 50 to 60 per cent in 
food costs; it is calculated that a 10 
per cent advance in money wages will 
offset this change. By the same token 
the unfortunate groups who were for- 
merly driven by lack of bread cards to 
get what food they could in the specu- 
lative market will profit by a substan- 
tial reduction of living costs. 

These changes are but part of a gen- 
eral transformation of Russia’s com- 
mercial life. A report published by 
the Commissariat of Internal Trade 
on Nov. 25 shows that during the 
past two years the merchandising sys- 
tem of Russia has been largely re- 
modeled. Formerly retail trade was 
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almost wholly in the hands of coopera- 
tive stores, open only to Communist 
members, but by the end of 1934, 73 
per cent of the total retail trade had 
been taken over by ordinary shops 
where anyone may buy. The new 
stores are owned by the State and sell 
at prices substantially higher than 
those charged by the cooperatives; 
they offer a wide selection of goods, 
including many articles of convenience 
and luxury not otherwise obtainable. 
The rapidity with which these stores 
are increasing in number and in the 
variety of their stocks is revolutioniz- 
ing the living conditions of the Rus- 
sian people. 


KIROV’S ASSASSINATION 


The entire course of political events 
within the Union during the past year 
has been such as to convince the for- 
eign observer of the absolute security 
of the Stalin régime. This conviction 
has been supported by the rapid lib- 
eralization of governmental policy, of 
which the changes just mentioned are 
examples. But the assassination on 
Dec. 1 of S. M. Kirov, head of the 
Leningrad section of the Communist 
Party and member of the all-powerful 
Political Bureau, apparently showed 
that opposition to the dictatorship 
still exists. The victim, a revolution- 
ary leader since 1904, was one of the 
ten most influential men in the coun- 
try, and a close associate of Stalin. 
His assassination was the first event 
of its kind in the past sixteen years 
and one of three instances of success- 
ful attack on individual Communist 
leaders since the Revolution. 

The reaction of the Soviet leaders 
indicated that they regarded the as- 
sassination as a symptom of a wide- 
spread conspiracy. They characterized 
the assassin, a young man formerly 
employed by the Workers and Peas- 
ants Inspection of Leningrad, as the 
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agent of “enemies of the working 
class.”’ A nation-wide search for mem- 
bers of the terroristic group involved 
in the crime was launched, while the 
judicial procedure of the country was 
altered to permit summary trial and 
execution without right of appeal of 
all who were actively or passively en- 
gaged in the conspiracy. Within three 
days seventy-one persons had been ar- 
rested and held for trial before mili- 
tary and other tribunals, and on Dec. 
5, sixty-six of them were executed. 

There were other evidences that 
complete harmony does not prevail in 
the Soviet Union. It was made known 
on Nov. 1 that the Soviet Government 
had felt obliged to send several thou- 
sand disaffected inhabitants of vil- 
lages bordering on Finland into exile 
in Siberia. At the same time, the head 
of the Ukrainian Communist Party, 
Peter Postishev, warned Moscow that 
a remnant of the conspiratory group 
which in 1933 was discovered to be 
planning a separatist coup in the 
Ukraine still existed and was actively 
engaged in fomenting revolt against 
the Stalin leadership. 

Despite the more tolerant policy in- 
itiated with the abolition of the Cheka 
the government has recently adminis- 
tered severe punishment in many scat- 
tered cases of “counter-revolution.” 
In the Smolensk region six men were 
executed in October and forty-seven 
others sent to prison for conspiracy 
to sabotage the grain program. News 
dispatches in November recorded a 
total of twenty-two death sentences 
for similar offenses. These are sam- 
ples of current repressive activity by 
the government. It would be gross ex- 
aggeration to interpret these events 
as proof of formidable rebellion 
against the Stalin régime, but they 
do show that the Stalin dictatorship 
is not yet in a position to discard its 
ruthless methods. 


Western Ways for Turkey 


By ROBERT L. BAKER 


LL but a few Turkish families 

were occupied during December 
with the problem of finding them- 
selves family names, for, by a law 
passed early in 1934, they had to reg- 
ister their choice by Jan. 1, 1935. This 
reform had been contemplated by 
Mustafa Kemal for a long time, and 
was finally undertaken because the 
old Turkish family names have prac- 
tically disappeared and the proper 
identification of each individual so 
necessary in a country remodeling 
itself on Western lines had become 
difficult when a Turk had but one 
name and that in common with thou- 
sands of other Turks. There were too 
many Alis, Ahmets, Mehmets and 
Mustafas for police records, army reg- 
isters and tax rolls to serve their pur- 
pose. 

For about a year the government 
simply encouraged families to adopt 
names, but when this method failed 
Mustafa Kemal and his advisers re- 
sorted to compulsion. On his part 
President Kemal accepted from the 
Grand National Assembly the name of 
Ataturk, or “Father of All Turks.” He 
in turn conferred upon Premier Ismet 
Pasha the name Inonu, in honor of the 
latter’s victory over the Greeks dur- 
ing the war of independence. Foreign 
Minister Tewfik Rushdi Bey has 
chosen to found the family of Aras, 
or “happy.” 

Titles are also affected by the new 
law. After Jan. 1 the time-honored 
titles of Aga, Bey, Effendi, Pasha, 
Hanum, Hodji and Hazretle will be 
illegal and will be superseded by the 


505 


ancient Turkish forms, Bay for men 
and Bayin for women. Military titles 
will be used only in addressing senior 
officers. 

The emancipation of Turkish wo- 
men achieved under the republic has 
been so successful that a number of 
Deputies declared early in December 
that they would ask the Grand Na- 
tional Assembly to amend the Consti- 
tution so as to permit women to vote 
in legislative elections and to stand 
for office. Adoption of the measure 
depends upon Mustafa Kemal’s assent. 

The Turkish Government struck a 
new blow at the influence of the 
Mohammedan clergy on Nov. 27 in a 
decree which prohibited the wearing 
of clerical garb except at religious 
rites. Although the decree was aimed 
at the Mohammedan priests it gave 
offense in other quarters. The Greek 
Government at once protested that 
Greek Orthodox priests would have to 
leave Turkey unless the Patriarch at 
Istanbul changed the ecclesiastical 
law requiring cassocks to be worn at 
all times. 

New elections, to be held some time 
during the Winter, were announced by 
Premier Ismet Pasha on Nov. 16. The 
international situation was such, he 
said, that the government and the 
People’s party desired an expression 
of confidence from the electorate. 
Ankara’s fears that the assassinations 
at Marseilles might be followed by 
similar crimes and possibly by war 
caused the indefinite postponement of 
Mustafa Kemal’s scheduled visits to 
Moscow, Belgrade and Bucharest. 
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The desire to develop heavy indus- 
try at a more rapid pace has once 
more led the Turkish Government to 
seek credits abroad in spite of its 
antipathy to borrowing. It was an- 
nounced on Dec. 3 that a German 
group, in which the Krupps have a 
large interest, have granted the Turk- 
ish Government a long-term credit of 
about $16,000,000 for the purchase in 
Germany of railway material and ma- 
chinery for Turkey’s new iron and 
steel industries. 


A NEW DEAL IN EGYPT 


The semi-dictatorship which King 
Fuad has exercised over Egyptian af- 
fairs since 1930 came to an end on 
Nov. 30, when he issued a decree abol- 
ishing the Constitution of 1930 and 
dissolving Parliament. This step, to 
which Fuad was forced after a pro- 
tracted political crisis, was welcomed 
by Egyptians of all classes except a 
few who were personally interested in 
the maintenance of the dictatorship. 
On Nov. 12 Tewfik Nessim Pasha, an 
independent liberal with Wafdist (Na- 
tionalist) leanings, who had been ap- 
pointed Premier practically on his own 
terms, at once chose a skeleton Cabi- 
net of non-party men like himself and 
with its assistance drew up the im- 
portant decree mentioned above. (The 
events leading up to the resignation 
of the puppet Premier, Yehia Pasha, 
and the appointment of Nessim were 
recorded in December CuRRENT His- 
TORY, pages 378-379.) 

It is believed that Nessim plans a 
thorough overhauling of the adminis- 
trative system before arranging for 
elections to a new Parliament. At 
least he has so far given no promise 
of such elections. Nor is there as yet 
any decision in the matter of a Con- 
stitution, though two courses are 
open. The first is to restore the liberal 
Constitution of 1923; tie second, to 
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draft a new one with the help of a Par- 
liament elected on a broader franchise 
than has been possible in recent years. 
Although Nessim Pasha will prob- 
ably administer the country by means 
of royal decrees for an indefinite pe- 
riod, public opinion is sure that he 
will, as soon as possible, bring about 
a return to popular government. 
Egypt’s economic condition as re- 
flected in foreign trade figures for the 
first nine months of 1934 shows im- 
provement over the same period in 
1933. Imports amounted to 20,567,339 
Egyptian pounds, as against 19,049,- 
248 Egyptian pounds in 1933. Exports 
rose from 20,286,110 Egyptian pounds 
to 20,859,390. If this ratio should have 
been maintained throughout the rest 
of the year, 1934 would show the first 
favorable trade balance since 1928. 


PALESTINIAN IMMIGRATION 


For the six-month period beginning 
on Oct. 1, 1934, the Jewish Agency 
for Palestine was granted 9,700 immi- 
gration certificates, the largest quota 
it has ever received. The agency asked 
for 18,600 on the grounds of the acute 
labor shortage. As 2,200 of the certifi- 
cates were allotted to tourists who had 
remained in Palestine, only 7,500 were 
available for new emigrants. Zionist 
circles in London were confident that 
a supplementary quota for Jewish la- 
borers would soon be granted. 

The number of German Jews who 
settled in Palestine from April, 1933, 
to July, 1934, is estimated at 15,000. 
About 45 per cent of them belong to 
the capitalist class, and brought with 
them an average of $10,000 each. 

Sir Philip Cunliffe-Lister, the Brit- 
ish Colonial Secretary, stated in the 
House of Commons on Dec. 5 that 627 
Jews had been deported from Pales- 
tine between Jan. 1 and Nov. 25. This 
number did not include the tragic and 
ill-advised group of 318 Jews from 
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Poland, who paid $25,000 for their 
passage to Palestine only to be denied 
permission to land because they lacked 
the necessary certificates. After cruis- 
ing about the Eastern Mediterranean 
for more than six weeks, the Polish 
Government arranged for them to dis- 
embark at Constanta, in Rumania, 
whence they hoped to make their way 
back to Poland. 


FRENCH RULE IN SYRIA 


Syrian Nationalists have been 
aroused to renewed agitation against 
the French administration by the ac- 
tion of M. de Martel, the High Com- 
missioner, in suspending the Syrian 
Parliament on Nov. 3. Petitions of 
protest against what amounts to dic- 
tatorial rule were sent to the League 
of Nations by the Nationalist party, 
by its Parliamentary committee and 
by the President of the Chamber. 
Demonstrations were at first avoided, 
but on Nov. 19, when Parliament 
would normally have met, there were 
parades in Damascus by students and 
women, and a Nationalist demonstra- 
tion against French rule was held in 
a mosque. 

Jewish immigration into Syria is to 
be permitted, according to an an- 
nouncement made at Beirut on Nov. 
26, on condition that the immigrants 
bring enough capital to set up some 
sort of business to give employment 
to native labor, that they renounce 
Zionist aspirations and that they do 
not try to establish Jewish colonies. 


AMERICAN PROTEST TO PERSIA 


During the recent England-Austra- 
lia air race the Americans, John H. 
Wright and John Polando, although 
their papers were in order, were seized 
after a forced landing at Abadan, 
Persia, and delayed so long by minor 
officials that they abandoned the race. 
This “lack of consideration” was made 
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the subject of a note from the United 
States Department of State to the 
Persian Government on Nov. 9. The 
note pointed out that, in view of Per- 
sia’s assurances that everything pos- 
sible would be done to facilitate the 
race, the incident made “a most un- 
favorable impression in the United 
States.” 


ITALY AND ABYSSINIA 


Despite professions of friendship by 
Italy and Abyssinia, a certain degree 
of tension exists between the two 
governments. The modernization of 
the Abyssinian Army and recent steps 
taken by Italy to strengthen the de- 
fenses of Eritrea and Italian Somali- 
land, her colonies bordering on Abys- 
sinia, started rumors of impending 
trouble and caused anxiety on both 
sides of the frontier. Anti-Italian feel- 
ing in Abyssinia resulted in mid-No- 
vember in an attack on the Italian 
consulate at Gondar, near Lake Tana, 
in which one member of the consu- 
late’s native guard was killed and 
three others were wounded. 

Italy at once demanded “prompt 
and adequate reparation” and troop 
movements in the Italian colonies 
were reported. The Abyssinian Gov- 
ernment immediately dispatched an 
official note of regret to Rome, or- 
dered the Governor of Gondar to pay 
honors to the Italian flag before the 
Gondar consulate and paid indemni- 
ties for the victims. The damages 
offered for the dead guard amounted 
to $85.20 at the current exchange, 
while $12.78 was paid for each of the 
wounded men. That the Italian Gov- 
ernment chose to regard these trifling 
sums as “adequate” indicates how 
strong is its desire to cultivate good 
relations with Haile Selassie and to 
do nothing that might injure the 
chances of promoting Italy’s commer- 
cial interests in Abyssinia. 





Japan Piles Up National Debt 


By GROVER CLARK 


ORN out by his strenuous but un- 
\ \ successful efforts to keep Ja- 
pan’s expenditures for the fiscal year 
beginning in July, 1935, within hail- 
ing distance of probable revenues, Fin- 
ance Minister Sadanobu Fujii resigned 
on Nov. 26 immediately after the Cab- 
inet had formally approved the bud- 
get he had worked out. He was suc- 
ceeded next morning by the 79-year- 
old veteran of Japan’s financial trou- 
bles, former Finance Minister Koreki- 
yo Takahashi, who held the post in 
six previous Cabinets, including Ad- 
miral Saito’s, which fell last Summer. 
The new budget, as approved by the 
Cabinet (it still is to go before the 
regular session of the Diet in Janu- 
ary), carries a total expenditure of 
2,190,000,000 yen (about $650,000,000 
at present exchange rates), one of the 
largest in the history of the country. 
Finance Minister Fujii had set 2,000,- 
000,000 yen as the maximum he would 
allow. But the army and the navy in- 
sisted on substantial increases over 
appropriations for the current year, 
and succeeded in forcing him to agree 
that they should have most of what 
they demanded. The Home and Agri- 
cultural Ministries also had asked for 
substantial increases to meet the 
needs for relief following the 1934 
floods, droughts, typhoons and agri- 
cultural depression, but the sums they 
demanded were drastically slashed. 
The anticipated revenues, it is 
stated, fall short of the appropriated 
expenditures by about 750,000,000 yen 
($240,000,000), which will have to be 
made up by government loans to be 


floated in a domestic market that is 
already heavily loaded with govern- 
ment bonds from having absorbed 
nearly 1,000,000,000 yen a year since 
Japanese troops moved into Man- 
churia in 1931. 

Finance Minister Fujii proposed to 
increase revenues by an industrial 
profits tax. The proposal, which 
brought a sharp decline in the stock 
market, was fought vigorously by the 
industrialists and financiers. They 
said that the levy would yield only 
about 30,000,000 yen ($8,900,000) 
and that mere suggestion of it had 
caused a loss of over 1,000,000,000 
yen in security values. So Mr. Fujii 
dropped the plan for a new tax. One 
wonders how solid the foundation of 
Japan’s much discussed industrial 
prosperity in these recent years can 
be if even to propose so small a tax 
could produce such serious conse- 
quences. 

Mr. Takahashi’s return to the Fin- 
ance Ministry was followed by an up- 
ward swing in the stock market. This 
was due partly to a feeling of confi- 
dence in Mr. Takahashi and partly to 
the ending of the uncertainty about 
new taxes. 

The completion of the budget and 
the change in Finance Ministers came 
just before the opening on Nov. 27 
of a special session of the Diet called 
to pass an appropriation of 208,000,- 
000 yen ($61,000,000) for relief pur- 
poses, the grant to be spread over 
three years. There was a good deal of 
advance talk to the effect that the 
special session, which was to last for 
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a week only, would be made stormy 
by sharp attacks on the Okada Cabi- 
net because it had granted complete 
control of Manchurian affairs to the 
army, slashed budget appropriations 
for relief, and failed to deal more 
constructively with the economic dif- 
ficulties of the farmers. But the Diet 
members appear to have been the 
meekest sort of lambs; at least the 
cabled press reports for the week of 
the session made no references what- 
ever to attacks on the government. 

The army, which got what it wanted 
in the way of complete control of 
Manchuria, has now put at the head 
of Japanese interests there a man 
who for years has been known as 
one of the more aggressive expan- 
sionists. General Jiro Minami becomes 
Commander-in-Chief of the Japanese 
forces in Manchuria and also, in ac- 
cordance with the reorganization 
plan approved by the Cabinet in Sep- 
tember, Japanese Ambassador to Man- 
chukuo. As Commander-in-Chief he 
controls all military affairs; as 
Ambassador he is in charge of all 
Japanese civilian interests, including 
the administration of the Kwantung 
Leased Territory, the South Man- 
churia Railway Zone (including the 
Railway Company itself) and the con- 
sulates. 

General Minami, who was named 
for this dictatorial position on Nov. 
27, in succession to General Takashi 
Hishikari, was Japan’s War Minister 
during the Summer of 1931 and at the 
time of the Manchurian coup on Sept. 
18 of that year. On Aug. 5, 1931, he 
came out with a vigorous statement 
opposing the Cabinet’s plans to reduce 
the army and declaring that the “seri- 
ous” Manchurian problem would 
“exist for a long time.” As War Min- 
ister he shifted troops from Korea to 
Manchuria late in August, 1931—he- 
fore the coup. 
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The protest of the Japanese civilian 
authorities in Manchuria, including 
the Leased Territory police, against 
the army’s plans for reorganizing the 
conduct of Japanese affairs there has 
quieted down. The available reports do 
not indicate what measures were 
taken to end the virtual strike of the 
police. But Colonel Doihara, of Muk- 
den incident fame, was sent over to 
Dairen with special authority to deal 
with the protesters. 


MANCHUKUOAN MONOPOLIES 


Whenever the Minister of Finance 
of Manchukuo—with the advice of his 
Japanese assistant, of course—thinks 
that the right time has come, he needs 
only to say the word to put into effect 
the oil sales monopoly in that country 
against which the American, British 
and Netherlands Governments have 
been protesting to Japan since last 
June. The law for the establishment 
of the monopoly was promulgated on 
Nov. 14, the date for its enforcement 
being left to the Finance Minister. 

On the promulgation of the law the 
United States and Great Britain made 
new and vigorous protests which, like 
the preceding ones on the same sub- 
ject, were separate, though, it is stat- 
ed, of substantially the same tenor. 
Again the protests were addressed to 
the Japanese Government and deliv- 
ered through the American and Brit- 
ish Ambassadors in Tokyo, in spite of 
the repeated statements by Japan that 
she had and could have nothing to do 
with the actions of the Manchukuoan 
Government in this case because Man- 
chukuo is an independent State and 
an oil monopoly is a purely domestic 
matter. The British protest was hand- 
ed to Foreign Minister Hirota on Nov. 
24, and the American note a few days 
later. 

In these latest protests, according 
to the reports, the two governments 
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reassert, with considerable vigor, the 
contention that the oil sales monopoly 
will violate the Open Door principle, 
observance of which is guaranteed in 
treaties and in statements by Japan 
and Manchukuo. The notes, it also is 
reported, insist that Japan cannot 
evade responsibility for what Manchu- 
kuo does in this case. 

The Japanese authorities so far 
have stood firm on their contention 
that Manchukuo’s oil monopoly was 
no concern of theirs. On Nov. 15, the 
day after the law was promulgated, 
Ambassador Saito in Washington inti- 
mated that Japan might act as medi- 
ator between Manchukuo, Great Brit- 
ain and the United States, and even 
that perhaps the monopoly would not 
be enforced. But the very next day a 
statement issued in Tokyo emphatical- 
ly repudiated any suggestion of Japa- 
nese mediation. A “high official” in 
the Tokyo government, commenting 
on the latest American and British 


notes, was quoted as declaring that 
Japan’s refusal to assume any respon- 
sibility in the matter had not been 


shaken. “Diplomatic action cannot 
bring the solution nearer,” he said. 
“Fundamentally, it is a matter of busi- 
ness, and the business men involved 
should negotiate directly with the 
Manchukuoan Government.” The per- 
sistent British and American pro- 
tests, he added, were stiffening the at- 
titude of the Japanese people. 

The monopoly law provides that the 
Manchukuoan Government is to mo- 
nopolize all petroleum products (ex- 
cept lubricants). Manufacture, import 
and export is to be permitted only to 
holders of government licenses. The 
government will buy all such products 
manufactured in Manchukuo or im- 
ported under license, and sell them 
to the sole distributers, though it may 
deal directly with important custom- 
ers. The sole distributers will be re- 
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quired to store certain quantities. Pen- 
alties are specified for violation of the 
law. The available reports do not in- 
dicate that the term “sole distribu- 
ters” is mentioned in the law, though 
earlier accounts stated that all sales 
would be in the hands of the Man- 
churia Oil Company. Highty per cent 
of the stock of this concern is owned 
by Japanese, and the Japanese Gov- 
ernment has a large indirect share 
through the South Manchuria Rail- 
way Company. One of the principal 
grounds for the charge that the mo- 
nopoly will violate the Open Door 
principle is the substantially Japanese 
character of this company. 

Another law, also promulgated on 
Nov. 14, deals with the purchase by 
the Manchukuoan Government of the 
storage and distribution equipment of 
the companies now engaged in selling 
oil in Manchuria. On application with- 
in a month of the enforcement of the 
law, the government, it is stated, will 
buy such of this equipment as is ac- 
tually used in the oil business, the 
price to be fixed by the government’s 
appraisal committee. In other words, 
the foreign oil companies will receive 
no return whatever for the good-will 
they have spent many years and con- 
siderable sums of money in creating. 

Plans are now being made in Japan 
to finance life insurance, cement and 
steel tubing monopolies in Manchu- 
kuo. This would also violate the 
Open Door principle, even if Japanese 
rather than Western companies al- 
ready do the larger part of the busi- 
ness, whereas of oil sales, American, 
British and Netherlands companies 
have about 80 per cent. 

Still another move in Manchuria is 
reported as evidence of the Japanese 
determination to establish exclusive 
control of business there. This has to 
do with automobiles. An agreement 
had been worked out whereby the 
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Dodge and Chrysler interests would 
unite in building an assembly plant 
at Dairen to facilitate the sale of cars 
in Manchuria. This plan has had to be 
dropped because of opposition by the 
Japanese authorities. Dairen, being in 
the Kwantung Leased Territory, is 
not under the jurisdiction of the Man- 
chukuoan Government. At the same 
time, a Japanese company manufac- 
turing and assembling trucks and bus- 
es in Dairen is, according to report, 
being encouraged by the authorities. 


CHINA’S LOSS OF SILVER 


In an effort to stop the heavy out- 
ward flow of silver from China, which 
has been in progress for several 
months, the Nanking Government on 
Oct. 15 put into effect a tax of 10 per 
cent on silver exports. A number of 
minor adjustments of the regulation 
have been made since then. As the law 
now stands China has what is in ef- 
fect a managed currency, at least for 
international trade purposes. 

The imposition of the export tax 
followed the exchange of several notes 
between Nanking and Washington, in 
which the Chinese Minister of Finance 
called attention to the fact that the 
American silver purchase policy was 
injuring China and not helping Amer- 
icans who wished to sell goods to that 
country. The rise in the price of sil- 
ver as a result of American silver 
purchases, Finance Minister Kung 
said, lowered China’s capacity to ex- 
port goods and hence reduced her abil- 
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ity to pay for imports. He made the 
suggestion that the United States con- 
fine its purchases to silver already in 
the country. Secretary of State Hull, 
in reply, pointed out that the admin- 
istration was acting under a mandate 
from Congress, but, he added, every- 
thing possible would be done to avoid 
contributing to the economic difficul- 
ties in China. Experience during these 
past several months has shown fairly 
conclusively that those who believed 
a rise in the exchange value of silver 
would be a great stimulus to Amer- 
ican exports to China were wrong. 


THE CHINESE COMMUNISTS 


Nanking’s drive against the Com- 
munists in the Yangtze Valley con- 
tinues. The former Communist capital, 
Juikin, in southern Kiangsi Province, 
was reported as captured on Nov. 12. 
But Chiang Kai-shek’s attackers 
found only a small band of defenders 
there; the main Communist forces had 
gone elsewhere through the moun- 
tains. Official reports continue to tell 
of the wiping out of large numbers of 
Communist soldiers, of the capture 
of many prisoners, of wholesale deser- 
tions to the Nanking side. On the 
other hand, the Communist forces 
seem to be moving steadily westward, 
in considerable numbers, toward and 
into Szechwan Province. The efforts 
to stop their advance in this direction 
as they withdraw under pressure from 
Nanking’s armies in Kiangsi and 
Hunan have apparently failed. 


Siamese King’s Abdication Move 


ING PRAJADHIPOK of Siam is up- 
K setting all the traditions of how 
absolute monarchs, especially Orien- 
tal monarchs, should behave. Instead 
of slyly manoeuvring to undermine 


the constitutional régime that was 
introduced by the revolution of 1932, 
he is fighting to protect what he con- 
siders the fundamental rights of his 
people against the arbitrary abuse of 
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power by the constitutional govern- 
ment. And the constitutional authori- 
ties, apparently alarmed by the pros- 
pect of trouble with the people if the 
exceedingly popular King does insist 
on carrying out his announced inten- 
tion to abdicate, are trying to per- 
suade him to keep his throne. Accord- 
ingly on Nov. 7 they sent the Presi- 
dent of the National Assembly, the 
Secretary General of the National 
Council (the Cabinet) and the Secre- 
tary of Foreign Affairs to England, 
where the King is at present undergo- 
ing treament by eye specialists. 

On the day after the mission left 
Bangkok, Nov. 8, which was the 
King’s forty-first birthday, the Pre- 
mier made a heart-stirring speech to 
the effect that the people of Siam 
wanted their beloved King to continue 
to rule, and expressed the belief that 
the King would not abdicate. This 
added another ironical touch to the 
whole affair since this same Premier 
is the very person who forced through 
the National Assembly the bill that 
was the direct cause of the King’s de- 
cision to abdicate. 

Prajadhipok, who received his edu- 
cation in England, became King of 
Siam in 1926. In 1932 he acquiesced 
with obviously pleased eagerness in a 
bloodless revolution that transformed 
his government from an absolute to 
a constitutional monarchy and, inci- 
dentally, largely destroyed the influ- 
ence of various troublesome members 
of his family. Since then, he has had 
various disputes with the National 
Council and the National Assembly 
which were established under the 1932 
Constitution. 

The latest quarrel grew out of the 


passage by the National Assembly 
over the King’s veto of a bill that 
amended the criminal code. Men con- 
demned to death, according to the bill, 
were to be given sixty days of grace, 
During this time they might appeal to 
the King, who had the right of par- 
don. But a pardon required the coun- 
ter-signature of the Premier. Dis- 
agreements or other circumstances 
might delay final action on a pardon 
beyond the sixty days of grace, and 
so the condemned man might be exe- 
cuted in spite of the King’s desire to 
save him. 

This bill, said the King, deprived 
him of the prerogative of “life and 
death” which rested with the throne 
by immemorial custom. 

As the law stands it would be pos- 
sible for a clique in office to kill off 
its opponents by trumping up charges 
against them, forcing the courts to 
pass death sentences and then head- 
ing off any pardon by the King un- 
til after the sixty days of grace had 
expired. This is precisely the danger 
that the King fears. He insisted there- 
fore that the law should be changed so 
that if a petition for mercy had been 
submitted by a condemned man, exe- 
cution could not take place until the 
petition had been acted on. 

Since the bill deprived him of the 
opportunity to protect his people, he 
declared in a statement issued in Lon- 
don on his behalf on Oct. 27 that he 
wanted to abdicate. 

That King Prajadhipok personally 
would find it more pleasant to shake 
off the responsibilities of office seems 
fairly clear. But he is decidedly popu- 
lar with his people, and he takes his 
responsibilities seriously. G.C. 
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